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Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income Rev. Rul. 99-54 tor” amounts for dispositions occurring
Housing Credit during each calendar month.

In R‘TV' Rul. 90-60, 1990-2 C.B. 3, the This revenue ruling provides in Table 1
Low-income housing credit; satisfac- INtémnal Revenue Service provided gu'dﬂ]e bond factor amounts for calculating

tory bond; “bond factor” amounts for ance to taxpayers concerning the generﬁle amount of bond considered satisfac-

. methodolo ed by the Treasury De-
the period October through December igycgrsnputir):g the bons('juf);ctogory under § 42(j)(6) for dispositions of

1999.This ruling announces the monthlylrjlmounts used in calculating the amount dtualified low-income buildings or inter-
bond factor amounts to be used by t@%50nd considered satisfactory by the se&sts therein during the period October
payers who dispose of qualified low-in-etary under § 42(j)(6) of the Internalthrough December 1999, and includes
come buildings or interests therein duringRevenue Code. It further announced th&ond factor amounts previously published
the period October through Decembethe Secretary would publish in the Interfor dispositions occurring during the pe-
1999. nal Revenue Bulletin a table of “bond fac+iod January through September 1999.

Table 1
Rev. Rul. 99-54

Monthly Bond Factor Amounts for Dispositions Expressed As a Percentage of Total Credits

Calendar Year Building Placed in Service or, if Section 42(f)(1) Election Was Made, the Succeeding Calendar Year

Month of | 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Disposition

Jan ‘99 4410 57.48 7098 7256 74.67 77.09 7954 8187 84.18 86.70 89.33 9233 92.81
Feb ‘99 4410 5748 7098 7235 7445 76.85 79.29 8160 8390 86.40 89.00 9192 9281
Mar ‘99 4410 57.48 7098 72.14 7424 76.62 79.05 8135 83.63 86.11 88.69 91.56 9R.81

Apr ‘99 4571 60.18 75.06 76.82 79.83 83.22 86.70 90.11 93.55 97.27 101.15 105.33 107.43
May ‘99 |45.71 60.18 75.06 76.60 79.60 8297 86.44 89.83 93.26 96.96 100.81 104.97 1Q7.43
Jun ‘99 4571 60.18 75.06 76.39 79.38 82.73 86.18 89.56 92.97 96.66 100.51 104.65 107.43
Jul '99 4571 60.18 75.06 76.18 79.16 8250 8593 89.30 92.70 96.38 100.22 104.36 107.43
Aug ‘99 4571 60.18 75.06 75.97 78.94 8227 85.69 89.04 9244 96.11 99.95 104.10 1Q7.43
Sep ‘99 4571 60.18 75.06 75.77 7873 82.05 8545 88.80 92.19 9585 99.69 103.86 107.43
Oct 99 4571 60.18 75.06 7557 7852 8183 8522 8856 9194 9560 99.45 103.65 1Q7.43
Nov ‘99 4571 60.18 75.06 7537 78.32 8161 85.00 8832 91.71 9537 99.23 103.46 1Q07.43
Dec ‘99 4571 60.18 75.06 75.18 78.12 8140 84.78 88.10 91.48 9514 99.01 103.28 107.43

For a list of bond factor amounts apDRAFTING INFORMATION Section 472.—Last-in, First-out
plicable to dispositions occurring dur- Inventories
ing other calendar years, see the fol- The principal author of this revenue ruling
lowing revenue rulings:  Rev.isGregory N. Doran of the Office of Assistanbe crr 1.472-1: Last-in, first-out inventories.

Rul.98-3, 1998-2 |.R.B. 4, for disposi-Chief Counsel (Passthroughs and Special In-

tions occurring during the calendadustries). For further information regarding LIFO; price indexes; department
years 1996 and 1997; Rev. Rul. 9g_14his revenue ruling, contact Mr. Doran orstores.The_ Qctobgr 1_999 Bureau of
1998-11 I.R.B. 4, for dispositions OC_(202) 622-3040 (not a toll-free call). Labor Statistics price indexes are ac-
curring during the period January cepted for use by department stores em-

through March 1998: Rev. Rul. 9831, ploying the retail inventory and last-in,

i " ‘Section 165.—Losses first-out inventory methods for valuing
1998-25 I.R.B. 4, for dispositions oc inventories for tax years ended on, or with

curring during the period April through
S %998' Igev Igul 98—25 1998g3§6 CFR 1.165-7: Casualty losses. reference to, October 31, 1999.

!.R.B. 4, for. dispositions occurring dur- If a taxpayer suffers a timber casualty
ing the period July through Septembefosg \what is the single, identifiable propRev. Rul. 99-55

1998; and Rev. Rul. 99-1, 1999-2y that the taxpayer will use to compute
I.R.B. 4, for dispositions occurring dur-the amount of the casualty loss? See Rev. The following Department Store Inven-

ing the period October through DecemgRy|. 99-56, page 676. tory Price Indexes for October 1999 were
ber 1998. issued by the Bureau of Labor Statistics.
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The indexes are accepted by the Intefirst-out inventory methods for tax combinations of the major groups - soft
nal Revenue Service, under §ears ended on, or with reference togoods, durable goods, and miscella-
1.472-1(k) of the Income Tax Regula-October 31, 1999. neous goods, and (c) a store total,
tions and Rev. Proc. 86-46, 1986-2 The Department Store Inventorywhich covers all departments, includ-
C.B. 739, for appropriate application toPrice Indexes are prepared on a nang some not listed separately, except
inventories of department stores emtional basis and include (a) 23 majofor the following: candy, food, liquor,
ploying the retail inventory and last-in,groups of departments, (b) three speciabbacco, and contract departments.

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)
Percent Change
Groups Oct. Oct. from Oct. 1998
1998 1999 to Oct. 1999
1. Piece GOOdS . ... 548.9 545.8 -0.6
2. Domestics and Draperies .. ...t 637.5 625.6 -1.9
3. Women’s and Children's Shoes .. ......... ... ... ... ... . .. 679.2 653.3 -3.8
4, MEN'S ShOBS . . . . 921.6 881.2 -4.4
5. Infants'Wear . ... . . . . 640.2 645.2 0.8
6. Women'sUnderwear . ............ i 572.6 571.7 -0.2
7. Women's HOSIEery . . ... 308.9 328.9 6.5
8. Women'’s and Girls’Accessories . ..., 551.6 536.7 -2.7
9. Women’s Outerwear and GirlssWear ....................... 423.5 416.9 -1.6
10. Men'sClothing ... e 620.1 627.5 1.2
11. Men's Furnishings . ... e 607.8 631.1 3.8
12. Boys’ Clothing and Furnishings . .............. ... .. ... ... 521.0 508.8 -2.3
13, JeWelry . .o 982.7 969.2 -1.4
14, NOUONS . . .o 757.6 771.7 1.9
15. ToiletArticlesand Drugs . ...t 946.4 985.6 4.1
16. Furnitureand Bedding ............ .. ... ... . . . . . 673.7 692.3 2.8
17. Floor COVEINGS . .. vttt e e e 601.0 603.3 0.4
18. HOUSEBWAIES . . ..ttt e 817.1 792.9 -3.0
19. Major Appliances . . . ...t e 238.3 234.8 -15
20. Radioand Television .. ...........o i 70.6 64.2 -9.1
21. Recreation and Educatfon . ............... ..., 102.8 96.5 -6.1
22. Home Improvemerms. . .. ...ttt 129.5 128.8 -0.5
23, AULO ACCESSOMBS . . o o\ttt et e e e e e e 107.9 106.8 -1.0
Groups 1-15:SoftGoods ....... ... 612.7 612.3 -0.1
Groups 16 - 20: Durable Goods . .. ... 460.5 448.6 -2.6
Groups 21 - 23: MiSC. GOOBIS . . . . oo vt e et e 107.3 102.7 -4.3
Store Total ... ... o 556.9 550.9 -1.1
1 Absence of a minus sign before percentage change in this column
signifies price increase.
2 Indexes on a January 1986=100 base.
3 The store total index covers all departments, including some not listed separately, except for the following: candy, food,
liquor, tobacco, and contract departments.

DRAFTING INFORMATION Section 611.—Allowance of tion to casualty losses. Rev. Ruls. 66-9
i i and 73-51 revoked.
The principal author of this revenueDeduc’[Ion for Depletion

rulin_g is Alan ‘] Tomsic of the Office of 26 CFR 1.611-3: Rules applicable to timber. (Also, Rev. Rul. 99-56
Assistant Chief Counsel (Income TaXection 165; 1.165-7.)

and Accounting). For further informa- o

tion regarding this revenue ruling, con- 1imber casualty lossesThe decisions ISSUE

tact Mr. Tomsic on (202) 622-4970 (notn Westvaco Corp. v. United Statasd

a toll-free call). Weyerhaueser v. United Statesrtain to
single, identifiable property (SIP) in rela-

The Internal Revenue Service has re-
considered Rev. Rul. 66-9, 1966-1 C.B.
39, and Rev. Rul. 73-51, 1973-1 C.B. 75,
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in light of the decisions iMVestvaco Corp. affected by the casualty. The court als§ection 704.—Partner’s
v. United States639 F.2d 700 (Ct. Cl. held that the allowable loss for casualty i®istributive Share
1980), andMeyerhaeuser v. United Stagtesnot limited to merchantable units of tim-
92 F.3d 1148 (1996)ev’'g in part and ber totally destroyed.

aff’g in part, 32 Fed. Cl. 80 (1994gert. In Weyerhaeuser, the United States Court
denied 519 U.S. 1091 (1997). of Appeals for the Federal Circuit held that What is a partner’s correct amount of
LAW AND ANALYSIS the SIP damaged or destroyed by several fagyain or Ioss from a partnership's sale or
est fires and a volcanic eruption affectinggxchange in a taxable transaction of stock

Section 1.165-7(b)(2) of the Incometaxpayer's timber property was the blockin the partner contributed to the partner-
Tax Regulations provides that a casualtihat subdivision of a taxpayer’s forest holdship by the partner? See Rev. Rul. 99-57,
loss must be determined by reference toiags selected by the taxpayer as a meanspzige 678.
single, identifiable property (SIP) dam-tracking the adjusted basis in the timber pur-
aged or destroyed by casualty. Rev. Rutuant to section 1.611—(3)(d)(1). Consistent
66—9 hol_ds that, in the case of a casualtyith Westvacpa casualty loss was alloweds o, ~tion 705.—Determination of
loss to timber, the SIP damaged or déer trees that were damaged but not rendergf . ,

. . . asis of Partner’s Interest

stroyed by casualty is the quantity of timworthless.
ber—the units (board feet, log scale,
cords, or other units) of wood in standingHOLDING
trees that are available and suitable for ex-
ploitation and use by forest industries— |n light of the court decisions in
rendered unfit for use by casualty (in thagvestvacandWeyerhaeusehe Service is
case, a hurricane). Rev. Rul. 66-9 articjevoking Rev. Rul. 66-9 and Rev. Rul
lates two interrelated concepts. One is the3—51 . not recognize that gain or loss under §

definition of SIP; the other is the suffi- 1032 of the Internal Revenue Code? See
ciency of damage giving rise to a casualtg FEFECT ON OTHER REVENUE Rev. Rul. 99-57, page 678. '

loss. It defines SIP to be the quantity oRyULINGS

timber destroyed by the casualty. It re-

gards only total destruction of the timber Reay Rul. 66-9, 19661 C.B. 39, and
to be legally sufficient to trigger a casurey, Rul. 73-51, 1973-1 C.B. 75, areection 721.—Nonrecognition of

26 CFR 1.704.3: Contributed property.

What basis adjustment should be made
to reflect that amount of gain or loss allo-
cated to a partner that contributes its own
stock to a partnership upon the partner-
ship’s sale or exchange in a taxable trans-
action of that stock when the partner may

alty loss. The revenue ruling holds thatayoked. Gain or Loss on Contribution

the loss from the sale or other disposition

of the timber that was not destroyed byyp AFTING INFORMATION Does a partner that contributes shares
the hurricane should be determined at the of its own stock to a partnership in ex-

time of sale or other disposition by Sub- o incinal author of this revenue rul€hange for a partnership interest recog-
tracting the adjusted basis of the qu«':mtlt;,(]g is Richard T. Probst of the Office ofliZ€ gain or loss on that contribution? See

of timber disposed of from the amount re sqjtant Chief Counsel (Passthroughs arReYV: Rul- 99-57, page 678.
ceived for that timber.

_ L Special Industries). For further information
Rev. Rul. 73_5;’ in considering the al'regarding this revenue ruling, contact
lowance of a section 165 casualty 10SS 08i.hard T. Probst on (202) 622-3120 (not ection 722.—Basis of

account of an ice storm, repeats the SIP c.q call S ,
definition of Rev. Rul. 66-9 and holds ) Contributing Partners Interest

that the physical damage (in that case, hat basis d h
broken crowns or root damage that What basis does a partner that con-

stunted tree growth) to the merchantablection 701.—Partners, not tributes shares of its own stock to a part-

trees did not result in any of the existing®artnership, Subject to Tax nership in exchange for a partnership in-

timber being rendered unfit for use. terest have in its partnership interest? See
The Court of Claims, inWestvacp 26 CFR 1.701-2: Anti-abuse rule. Rev. Rul. 99-57, page 678.

decided that the SIP damaged or

destroyed by storms and fires included all |s the partnership viewed as an entity or

of the taxpayer’s standing timber in thess an aggregate of its partners when detérection 723.—Basis of Property

district (block) directly affected by eachmining whether a corporate partner mustontributed to Partnership

casualty and not just the units of timbefecognize any gain or loss that the part-

contained in the trees suffering mortahership allocates to it upon the sale or ex- What basis does a partnership have

injury. The court enunciated the standarghange in a taxable transaction of thin the stock of one of its partners con-

that the appropriate SIP is any unit opartner’s stock contributed by the partneiributed by that partner in exchange for

property that has an identifiable adjustegb the partnership? See Rev. Rul. 99-5%, partnership interest? See Rev. Rul.
basis and that is reasonable and logicphge 678. 99-57, page 678.
and identifiable in relation to the area

1999-51 I|.R.B. 677 December 20, 1999




Section 1001.—Determination property with a value and adjusted basisf the partner’s distributive share for the
of Amount of and Recognition of ~equal to $100x in exchange for a 50 petaxable year and prior taxable years of:
Gain or Loss cent partnership interest. Under the parfA) taxable income of the partnership as
nership agreement, A and B each will beletermined under § 703(a), (B) income of
What is a partnership’s amount ofallocated a 50 percent share of all partnethe partnership exempt from income tax,
gain or loss on the sale or exchange inship items. One year later, after the valuand (C) the excess of the deductions for
taxable transaction of stock of one obf the stock has increased to $120x, ABepletion over the basis of the property
its partners contributed to the partnerpurchases property valued at $60x from Gubject to depletion.
ship by that partner? See Rev. Rulin exchange for 50 shares of A stock and Section 721(a) provides a general non-

99-57, on this page. transfers 50 shares of A stock to D in exrecognition rule for a partner’s contribu-
change for services valued at $60x. tions of property to a partnership in ex-
change for a partnership interest. The rule

Section 1011.—Adjusted Basis LAW is subject to a limited exception in §

Section 701 states that the partners in7al2 1(b)'. . .

. . . artnership. and not the partnershio. are Section 722 provides that the basis of
What is a partnership’s bas_ls in the stocR p, an pa P, ar& interest in a partnership acquired by a
of one of its partners contributed to théiable for the income tax imposed by

contribution of property, including
partnership by that partner when compufchapter 1. money, to the partnership shall be the
ing the amount of gain or loss on the sale Sections 702(a)(1) and 702(a)(2) Progmqaynt of the money and the adjusted
or exchange in taxable transaction of thatide that in determining the partners’iny,,qis of the property to the contributing
stock? See Rev. Rul. 99-57, on this pageGome tax, each partner shall take into agy, ner at the time of the contribution in-
count separately the partner’s distributive o 55ed by the amount (if any) of gain
share of partnership gains or losses fro'??ecognized under § 721(b) to the con-
Section 1032.—Exchange of sales or exchanges of capital assets. tributing partner at the time.

Stock For Property Section 704(b) provides that a partner’s gection 723 states that the basis of

o ~ distributive share of income, gain, 10SSprgperty contributed to a partnership is
26 CFR 1.1032-1: Disposition by a corporation of deduction, or credit (or item thereof) ispe adjusted basis of the property to the
its own capital stock. (Alsol, sections 701, 704, 705'determined in accordance with the partp t t the ti f tributi o
721, 722,723, 1001, 1011; 1.701-2(e), 1.704-3.) artner at the time ot contribution In

ngr’s intere;t in_ the partnership (detergreased by the amount (if any) of gain
Applying section 1032 to partnership mined by taking into account all facts a”Qecognized by the contributing partner

transaction. This ruling explains the tax circumstances), if (1) the partnershignger § 721(b).

consequences to a partnership and a c@greement does not provide as to the part-geaction 1001 provides that the gain
porate partner where the corporate partn@er’s distributive share of income, gaingom the sale or other disposition of prop-
contributes its own stock to the partnerloss, deduction, or credit (or iteMgpy shall be the excess of the amount re-
ship, and the partnership later exchangéBereof), or (2) the allocation to a partnegjizeq over the adjusted basis provided in
the stock with a third party in a taxableunder the agreement of income, gaing 1011. The amount realized from the

for Determining Loss

transaction. loss, deduction, or credit (or item thereofy5e or other disposition of property shall
does not have substantial economic effeqie the sum of any money received plus

Rev. Rul. 99-57 Section 704(c)(1)(A) provides that in-the fair market value of property (other
come, gain, loss, and deduction with rethan money) received.

ISSUE spect to property contributed to a partner- section 1011 provides that the adjusted

ship by a partner is shared among thgasis for determining gain or loss from
What are the tax consequences to gartners so as to take account of the varighe sale or other disposition of property

partnership and a corporate partner whetn between the basis of the property 8y a partnership, whenever acquired, shall
the corporate partner contributes its owthe partnership and its fair market value afe the basis determined under § 1012 and
stock to the partnership, and the partnethe time of contribution (the built-in gain gther applicable sections of subchapters O

ship later exchanges the stock with a thirdr loss). and K.
party in a taxable transaction? Section 1.704-3(a)(3) of the Income Section 1032(a) states that a corpora-
FACTS Tax Regulations defines § 704(c) propertyion does not recognize gain or loss on the

as property contributed to a partnership ifeceipt of money or other property in ex-

A, a corporation taxed under subchapat the time of contribution, its book valuechange for the corporation’s stock. Prior
ter C of the Internal Revenue Code, andiffers from the contributing partner’s ad-to the enactment of § 1032, a corporation
B, an individual, form AB partnership forjusted tax basis. Book value is equal tpotentially could recognize gain or loss
bona fide business purposes. A corthe fair market value of the property at the¢y purchasing and reselling its own
tributes 100 shares of its own stock, valtime of contribution. shares, even though it would not have rec-
ued at $100x, with a basis of zero, to AB Section 705(a)(1) provides that the adegnized gain or loss on the disposition of
in exchange for a 50 percent partnershijusted basis of a partner’s interest in aewly issued shares. This disparity,
interest. B contributes a parcel of reagbartnership shall be increased by the sumihich gave rise to tax avoidance opportu-
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nities through selective loss recognitionrealizes $120x of gain ($60x on the exef the stock.
was eliminated by Congress with the enehange of stock for property and $60x on
actment of § 1032. H.R. Rep. No. 1337the payment of stock for service®)Bal- DRAFTING INFORMATION
83d Cong., 2d Sess. A268 (1954). locates $100x of gain thunder § 704(c),
Section 1.1032-1(a) provides that @nd allocates the remaining $20x pursuant
transfer by a corporation of shares of ité0 the partnership agreement, $10x eagf’i
own stock as compensation for services o A andB. OP th h d Special Industri
considered, for purposes of § 1032(a), as If A's share of the gain from the use o o?/\?:verrmcj)?hesr ?)grsor?rfgll?ror% tlaser:gss).
a disposition by the corporation of thets stock in these transactions was nat ' s :
. .~ and Treasury Department participated in
shares for money or other property. subject to § 1032A would recognize its development. For further information
Rev. Rul. 74-503, 1974-2 C.B. 117$110x of gain. Section 1032 is intende?tegarding this 'revenue ruling contact
considers th.e tax consequences of_a. pgo preyent a corporation fr'om recognizy Honigman at (202) 622-3050 (not
ent corporation’s transfer to its subsidiaryng gain or loss when dealing in its OWN "\l free call)
of its own treasury stock in a transactiostock. Under § 704(b) and 704(c), a cor- '
to which § 351 applies. The ruling holdgporate partner contributing its own stock
that, under certain circumstances, thgenerally will be allocated an amount of .
basis of the parent corporation’s treasurgain attributable to its stock that corre-SeCt'O”. 2_056.—Bequests, Etc.,
stock in the hands of the parent corporsgponds to its economic interest in thd® Surviving Spouse
tion is zero. Accordingly, under the trans§tock held by the partnership. Accord-26 CFR 20.2056(b)4: Marital deduction; valuation
ferred basis rule of § 362(a), the subingly, use of the aggregate theory of paris interest passing to surviving spouse.
sidiary corporation’s basis of the treasuryierships is appropriate in determining the
stock of the parent corporation is als@pplication of § 1032 with respect to gain
zero. allocated to a corporate partner. Under §D. 8846
Partnership taxation is a mixture ofl032,A’s share of the gain resulting from
provisions th?it treat the partnership adB's exchange o stock will not be sub- DEPARTMENT OF THE TREASURY
an aggregate of its members or as a seigct to tax. In additionA increases its Internal Revenue Service
arate entity. Under the aggregate agkasis in its partnership interest AB 26 CFR Part 20
proach, each partner is treated as th#der § 705 by $110x, the amount equal ) .
owner of an undivided interest in partf0 A’s share of the gain resulting fromDeductions for Transfers for Public,
nership assets and operations. UndéB's exchange ofA stock, thereby pre- Charitable, and Religious Uses; In
the entity approach, the partnership i§erving the nonrecognition result of thé>eneral

treated as a separate entity in whicansaction in accordance with the ponqﬂ/larital Deduction: Valuation of
partners have no direct interest in partnderlying § 1032. Interest Passing to Surviving
nership assets and operations. In enact-Furthermore, in keeping with the non'Spouse

ing subchapter K, Congress indicatedecognition policy underlying § 1032, an
that aggregate, rather than entity, corenalysis similar to that described abOVﬁGENCY'
cepts should be applied if the conceptgould apply to a transaction in which )
are more appropriate in applying othecorporate partner is allocated a loss fro
provisions of the Code. S.Rep. Noa transaction involving the disposition of

1622, 83d Cong., 2d Sess. 89 (1954) arsdock of the corporate partner held by théCTION: Final regulations.

H.R. Conf. Rep. No. 2543, 83d Cong.partnership. : : :
2d Sess. 59 (1954%ee alsdreas. Reg. SUMMARY: This document contains

The principal author of this revenue
ling is Robert Honigman of the Office
the Assistant Chief Counsel

Internal Revenue Service
IRS), Treasury.

B HOLDING final regulations relating to the effect of
§ 1.701-2(€) (1994). certain administration expenses on the
ANALYSIS If a corporate partner contributes ityaluation of property that qualifies for

own stock to a partnership in exchangeither the estate tax marital deduction

When A contributes its own stock tofor a partnership interest, and the partinder section 2056 of the Internal
AB, no gain or loss is recognizedAocor nership later exchanges the stock in Revenue Code or the estate tax charitable
AB under § 721(a).AB's basis in the taxable transaction, then the partnershiggeduction under section 2055. The
stock is zero under § 723, aAt basis in will realize gain that will be allocated toregulations distinguish between estate
its partnership interest iiBis zero under the partners under 8 704. Under § 103Z:ansmission expenses, which reduce the
§ 722. Cf. Rev. Rul. 74-503, 1974-2however, the corporate partner will novalue of property for marital and
C.B. 117. WhemB subsequently pur- recognize the gain allocated to it withcharitable deduction purposes, and estate
chases property froi@ in exchange foA respect to the sale or exchange of th@management expenses, which generally
stock and pay# stock toD in exchange stock. Furthermore, under § 705, thelo not reduce the value of property for
for services, there is a realization of gaiorporate partner increases its basis ithese purposes.
by AB measured by the difference beits partnership interest by an amount
tween the basis of the stock and the valiequal to its share of the gain resultinfeFFECTIVE DATES: These regulations
of the property and services receivé®B from the partnership’s sale or exchangere effective on December 3, 1999.
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FOR FURTHER INFORMATION transmission expenses as those expendegen the date of the decedent’s death and
CONTACT: Deborah Ryan, (202) 622-that would not have been incurred excephe date of distribution. These expenses
3090 (not a toll-free number). for the decedent’'s death. Although thare the ongoing, year-to-year expenses in-
amount of these expenses cannot be caldrred in the investment, preservation,
SUPPLEMENTARY INFORMATION: culated with any degree of certainty orand maintenance of property by property
the date of the decedent’s death, they aosvners.
expenses that are incurred because of theln response to other comments, the
decedent’s death. Estate management dizal regulations illustrate the application
On December 16, 1998, the Treasurf€NSes, on the other hand, are charactef-these rules to pecuniary bequests to the
Department and the IRS published in th&€d in the final regulations as expensesurviving spouse. If, under the terms of
Federal Register(63 FR 69248) a notice that would be incurred with respect to théhe governing instrument or applicable
of proposed rulemaking (REG-114663-97Rroperty even if the decedent had ndocal law, the recipient of a pecuniary be-
1999-6 I.R.B. 15) relating to the effect ofdied; that is, expenses incurred in invesguest is not entitled to income earned
certain administration expenses on the vaitd, maintaining, and preserving theuntil distribution, the income is not in-
uation of property which qualifies for theProperty. These are expenses that typtiuded in the definition of the marital or
estate tax marital or charitable deductiorfally would have been incurred with recharitable share. Thus, the amount of the
The proposed regulations were issued in réPect to the property by the decedent b@roperty passing to the surviving spouse
sponse to the decision of the Supremi@re death or by the beneficiaries hadr charity for which a marital or charita-
Court of the United States @ommissioner they received the property on the date dile deduction is allowable will not be re-
v. Estate of Hubert 520 U.S. 93 (1997) death without any intervening period ofduced even if estate transmission or estate
(1997-2 C.B. 231). Written comments reddministration. In order to be certairmanagement expenses are paid out of the
sponding to the notice of proposed rulethat all expenses are classified as eitheicome earned by assets that will be used
making were received, and a public hearingansmission expenses or managemeta satisfy the pecuniary bequest.
was held on April 21, 1999, at which timeEXpenses, transmission expenses are deTwo commentators requested guidance
oral testimony was presented. This Tredined to include all expenses that are nah applying the regulations to estates that
sury decision adopts final regulations witihanagement expenses. are intended to be nontaxable. Accord-
respect to the notice of proposed rulemak- Three commentators stated that the difngly, the final regulations add two exam-
ing. Asummary of the principal commentderent treatment accorded to estate trangles, one involving a formula designed to
received and revisions made in response fission expenses and estate manageme@noduce zero estate taxes and the other in-
those comments is provided below. expenses under the proposed regulationslving a pecuniary bequest designed to
The proposed regulations set forth thereates a new federal standard for allocatiilize the applicable exclusion amount
substantive provisions as applied to thlg expenses that may be contrary to thender section 2010.
estate tax marital deduction inmanner in which the expenses must be Many of the comments concerned the
§20.2056(b)—4(a). For the estate tax chagharged under state law. However, thspecial rule of §20.2056(b)-4(e)(2)(ii) of
itable deduction, the proposed regulation§reasury and the IRS believe that the alldhe proposed regulations. Under the spe-
(under §20.2055-1(d)(6)) merely crosscation of administration expenses basedal rule, the value of the deductible prop-
reference the rules for the marital dedud®n the distinction between transmissiorrty interest is not increased as a result of
tion. and management expenses provides tkiee decrease in the federal estate tax lia-
Several commentators suggested thatost accurate measure of the value of thglity that is attributable to the deduction
the regulations under section 2055 shoul@roperty which passes to the surviving@f estate management expenses as ex-
contain specific rules relating to the charispouse or to the charity at the moment gfenses ofadministration under section
table deduction, rather than just a crosghe decedent’s death for federal estate t&053 on the federal estate tax return. A
reference. The Treasury and the IRSarital and charitable deduction pursimilar rule would have applied for pur-
agree with this suggestion. The final reguposes. Transmission expenses that apeses of the estate tax charitable deduc-
lations contain rules under §20.2055—8harged to the property passing to the sution.
specifically addressing the effect of adviving spouse or to the charity reduce the Several of these commentators argued
ministration expenses on the valuation aimount of that property as of the date dhat the special rule is inconsistent with
property when all or a portion of the interthe decedent’s death because the egections 2056(a) and 2055(c), because
ests in property qualify for the estate tapenses, as well as the transfer to the suhe value of the property passing to the
charitable deduction. viving spouse or to charity, are a consesurviving spouse or charity should be re-
Several commentators stated that thguence of, and arise as a result of, thduced only by the estate taxes actually
distinction between estate transmissiodecedent’s death. In contrast, manag@aid. Thus, an estate should be permitted
expenses and estate management exent expenses do not generally redudbe full benefit of deducting management
penses was not clearly made in the prdahe amount of the property passing fronexpenses on the federal estate tax return,
posed regulations and requested mothe decedent as of the date of the dececluding an increase to the marital or
concrete definitions of each type of exdent's death because these expenses aharitable deduction based on the resul-
pense. In response to these commentacurred in producing income and pretant decrease in tax payable from the mar-
the final regulations characterize estatserving and maintaining the property beital or charitable share.

Background
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Conversely, other commentators asRev. Rul. 93-48 (1993-2 C.B. 270) (if) This paragraph (b)(3) applies to
serted that the special rule does not con- | transfers from estates of decedents dying
form with section 2056(b)(9). SectionSPecial Analyses on or after December 3, 1999; and

2056(b)(9) provides that nothing in sec- Thjg ryle is not a significant regulatory ~~ " _ _
tion 2056 or any other estate tax provisiol .tion as defined in Executive Order Par- 3. Section 20.2055-3 is amended

shall allow the value of any interest inj5gg6 Therefore, a regulatory assesdY:

property to be deducted for federal estai®ant is not required. It also has been de- 1. Revising the section heading.

tax purposes more than once with respegi;mined that section 553(b) of the Ad- 2. Adding a paragraph heading for

to the same decedent. These commenta;istrative Procedure Act 5 u.s.c paragraph (a).

tors pointed out that if estate managemeep1apter 5) does not apply to these regula- 3. Redesignating the text of paragraph

expenses paid from the marital or charitaﬁonsl and, because the regulations do nk) following the heading and paragraphs

ble share are deducted on the federal &¥ipose a collection of information on (b) and (c) as paragraph (a)(1), and

tate tax return, and no reduction is madgy, | entities, the Regulatory Flexibility paragraphs (a)(2) and (a)(3), respectively.

to the allowable amount of the marital ory ¢ (5 U.S.C. chapter 6) does not apply. 4. Adding a new paragraph (b).

charitable deduction, then the same progs, s, ant to section 7805(f) of the Internal The revision and additions read as fol-

erty interest is deducted twice in violationg oy enue Code, these regulations welgws:

of section 2056(b)(9). submitted to the Chief Counsel for Advo- 320.2055-3 Effect of death taxes and
After considering these comments, th%acy of the Small Business Administra2dministration expenses.

Treasury and the IRS have eliminated thg, . 'tor comment on their impact on small (a) Death taxes* * *

special rule of the proposed regulations, siness. (b) Administration expenses(1) Defi-

The final regulations provide that estate nitions—(i) Management expense<s-
management expenses attributable to, amtafting Information tate management expenses are expenses
payable from, the property interest pass- that are incurred in connection with the

ing to the surviving spouse or charity do. 1h€ Principal author of these regula;n esiment of estate assets or with their
not reduce the value of the property inteions is Deborah Ryan, Office of the ASyaseryation or maintenance during a rea-
est. However, pursuant to sectiorpiStant Chief Counsel (Passthroughs ang,napie period of administration. Exam-
2056(b)(9), the allowable amount of the>PeCial Industries). However, other pery|ag of these expenses could include in-
marital or charitable deduction is reduced®nne! from the IRS and Treasury I:)epar{;estment advisory fees, stock brokerage
by the amount of these management ef1€Nt participated in their development. ., \missions, custodial fees, and interest.

penses if they are deducted on the Federal (i) Transmission expensesEstate

estate tax return. EEE transmission expenses are expenses that
The Treasury and the IRS believe tha \endments to the Regulations would not have been incurred but for the
the principles which apply for determin- decedent’s death and the consequent ne-
ing the value of the marital and charitable Accordingly, 26 CFR part 20 is cessity of collecting the decedent’s assets,
deductions should also apply for deteramended as follows: paying the decedent’s debts and death
mining the value of property that passes taxes, and distributing the decedent’s

from one decedent to another when calcART 20—ESTATE TAX; ESTATES OF property to those who are entitled to re-

lating the amount of the credit for tax orPECEDENTS DYING AFTER ceive it. Estate transmission expenses in-
prior transfers under section 2013AUGUST 16, 1954 clude any administration expense that is
Therefore, the final regulations amend Paragraph 1. The authority citation fofot @ management expense. Examples of
§20.2013-4(b) by adding a cross refer@art 20 continues to read in part as fotthese expenses could include executor
ence to §20.2056(b)-4(d). lows: commissions and attorney fees (except to
Authority: 26 U.S.C. 7805 * * * the extent of commissions or fees specifi-

Par. 2. Section 20.2013-4 is amendctflly related to investment, preservation,
The regulations under sections 2055 ancby: and maintenance of the assets), probate
2056 are applicable to estates of dece- 1. Removing “and” at the end of paraf€€S, €xpenses incurred in construction
dents dying on or after December 3,  graph (b)(2). proceedings and defending against will
1999. The regulations under section 2. Redesignating paragraph (b)(3) aSontests, and appraisal fees _

2013 are applicable to transfers from  paragraph (b)(4). (iii) Charitable share The charitable
estates of decedents dying on or after 3. Adding a new paragraph (b)(3).  Share is the property or interest in prop-

December 3, 1999. The addition reads as follows: erty that passed from the decedent for
§20.2013-4 Valuation of propertyWh'Ch a deduction is allowable under sec-

tion 2055(a) with respect to all or part of

Effective Dates

Effect on Other Documents

transferred. ) i
The followi blicati bsolet * ok Kk the property interest. The charitable share
€ f(lj:)owmgbpus |cl%g)9ns are obsolete (b) * * * includes, for example, bequests to charita-
as of December 3, : ) o _ - -
Rev. Rul. 66-233 (19962 C.B. 428) (3)(i) By the amount of administration ble organizations and beq_uests to a chari
Rev. Rul. 73-98 (1973-1 C.B. 407)  €XPenses in accordance with the princf@ble lead unitrust or annuity trust, a char-
' ' o ples of §20.2056(b)—4(d). itable remainder unitrust or annuity trust,

Rev. Rul. 80-159 (1980-1 C.B. 206)
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and a pooled income fund, described i820.2056(b)—4(d) for additional examplesninistration if the income, under the
section 2055(e)(2). The charitable sharapplicable to the treatment of administraterms of the governing instrument or ap-
also includes the income produced by thiion expenses under this paragraph (b). plicable local law, is payable to the sur-
property or interest in property during the (7) Effective date The provisions of viving spouse or is to be added to the
period of administration if the income,this paragraph (b) apply to estates gfrincipal of the property interest passing
under the terms of the governing instrudecedents dying on or after December 30, or for the benefit of, the surviving

ment or applicable local law, is payable td999. spouse.
the charitable organization or is to be Par. 4. Section 20.2056(b)-4 is (2) Effect of transmission expenses
added to the principal of the property inamended by: For purposes of determining the marital
terest passing in whole or in part to the 1. Removing the last two sentences afeduction, the value of the marital share
charitable organization. paragraph (a). shall be reduced by the amount of the es-
(2) Effect of transmission expenses. 2. Redesignating paragraph (d) atate transmission expenses paid from the
For purposes of determining the charitaparagraph (e). marital share.
ble deduction, the value of the charitable 3. Adding a new paragraph (d). (3) Effect of management expenses at-
share shall be reduced by the amount of The addition reads as follows: tributable to the marital share For pur-
the estate transmission expenses paid820.2056(b)-4 Marital deduction; val- poses of determining the marital deduc-
from the charitable share. uation of interest passing to survivingtion, the value of the marital share shall
(3) Effect of management expenses aspouse. not be reduced by the amount of the estate
tributable to the charitable share For koK KKk management expenses attributable to and

purposes of determining the charitable de- (d) Effect of administration expenses paid from the marital share. Pursuant to
duction, the value of the charitable sharél) Definitions—(i) Management ex- section 2056(b)(9), however, the amount
shall not be reduced by the amount of theenses.Estate management expenses acé the allowable marital deduction shall
estate management expenses attributaldepenses that are incurred in connectidme reduced by the amount of any such
to and paid from the charitable sharewith the investment of estate assets ananagement expenses that are deducted
Pursuant to section 2056(b)(9), howeveryith their preservation or maintenanceainder section 2053 on the decedent’s Fed-
the amount of the allowable charitable deduring a reasonable period of administraeral estate tax return.
duction shall be reduced by the amount dfon. Examples of these expenses could (4) Effect of management expenses not
any such management expenses that anelude investment advisory fees, stochttributable to the marital shareFor pur-
deducted under section 2053 on the decbrokerage commissions, custodial feeqposes of determining the marital deduc-
dent’s federal estate tax return. and interest. tion, the value of the marital share shall
(4) Effect of management expenses not (ii) Transmission expenses Estate be reduced by the amount of the estate
attributable to the charitable shareFor transmission expenses are expenses tlmanagement expenses paid from the mar-
purposes of determining the charitable devould not have been incurred but for théal share but attributable to a property in-
duction, the value of the charitable shardecedent’s death and the consequent rierest not included in the marital share.
shall be reduced by the amount of the esessity of collecting the decedent’s assets, (5) Examples.The following examples
tate management expenses paid from tipaying the decedent’s debts and deathustrate the application of this paragraph
charitable share but attributable to a progaxes, and distributing the decedent’¢d):
erty interest not included in the charitabl@roperty to those who are entitled to re- Example 1 The decedent dies after 2006 having
share. ceive it. Estate transmission expenses iffi2de no lifetime gifts. ' The decedent makes a be-

uest of shares of ABC Corporation stock to the

(5) Example. The following example clude any administration expense that i%ecedem,s child. The bequest provides that the

illustrates the application of this paranot a management expense. Examples @fid is to receive the income from the shares from
graph (b): these expenses could include executdte date of the decedent's death. The value of the
Example The decedent, who dies in 2000,commissions and attorney fees (except fegqueathed shares on the decedent’s date of death is
leaves his residuary estate, after the payment ﬂf]e extent of commissions or fees Spechc§3,000,000. Thg residue of the estate is bequeathed
debts, expenses, and estate taxes, to a charitable re- . . to a trust for which the executor properly makes an
mainder unitrust that satisfies the requirements oqa”y relf’ited to investment, preserVatlon(-:‘lection under section 2056(b)(7) to treat as quali-
section 664(d). During the period of administration@Nd maintenance of the assets), probaggy terminable interest property. The value of the
the estate incurs estate transmission expensesféfes, expenses incurred in constructiofsidue on the decedent’s date of death, before the
$400,000. The residue of the estate (the Chafitabﬁﬁ‘oceedings and defending against wiltayment of administration expenses and Federal and
s_hare) must be reduced by the $400,000 of transmlébntests’ and appraisal fees. State estate taxes, is $6,000,00Q. quer applicable
sion expenses and by the Federal and State estate, ... . . local law, the executor has the discretion to pay ad-
taxes before the present value of the remainder inter- (iii) Marital Shar_e The _ma”tal share ministration expenses from the income or principal
est passing to charity can be determined in accoS the property or interest in property thags the residuary estate. All estate taxes are to be paid
dance with the provisions of §1.664—4 of this chappassed from the decedent for which a d&om the residue. The State estate tax equals the
ter. Because the estate taxes are payable out of igction is allowable under sectionState death tax credit available under section 2011.
residue, the computation of the estate taxes and t%SG(a). The marital share includes thBuring the period of administration, the estate incurs
allowable charitable deduction are interrelated. See . estate transmission expenses of $400,000, which the
paragraph (a)(2) of this section. Inco_me produced bY the proper_ty or Interéxecutor charges to the residue. For purposes of de-
(6) Cross reference See ©stin property during the period of adiermining the marital deduction, the value of the
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residue is reduced by the Federal and State estatald). For purposes of determining the marital dethe child’s trust is $1,000,000. After deducting the
taxes and by the estate transmission expenses. |f tihection, if the management expenses are deducted $200,000 of transmission expenses, the residue of
transmission expenses are deducted on the Fedeia estate’s income tax return, the marital deduction the estate is $1,800,000 less any estate taxes. If
estate tax return, the marital deduction is $3,500,00&2,850,000 ($3,000,000 less $150,000) and there idlae transmission expenses are deducted on the
($6,000,000 minus $400,000 transmission expensessulting taxable estate of $150,000 ($3,000,000 les®deral estate tax return, the allowable marital de-
and minus $2,100,000 Federal and State estagemarital deduction of $2,850,000). Suppose, insteaduction is $1,800,000, the taxable estate is zero,
taxes). If the transmission expenses are deducted thre management expenses of $150,000 are deductatt the Federal and State estate taxes are zero. Al-
the estate’s Federal income tax return rather than @m the estate’s estate tax return under section 2053tasnatively, if the transmission expenses are de-
the estate tax return, the marital deduction iexpenses of administration. In such a situatiorducted on the estate’s Federal income tax return,
$3,011,111 ($6,000,000 minus $400,000 transmislaiming a marital deduction of $2,850,000 would behe net value of the property passing to the spouse
sion expenses and minus $2,588,889 Federal ataking a deduction for the same $150,000 in properig $1,657,874 ($1,800,000 minus $142,106 estate
State estate taxes). under both sections 2053 and 2056 and would shietdxes). A marital deduction is claimed for that
Example 2 The facts are the same ag€kxample from estate taxes the $150,000 in insurance proceegisiount, the taxable estate is $1,342,106, and the
1, except that, instead of incurring estate transmigassing to the decedent’s child. Therefore, in accoFederal and State estate taxes total $142,106.
sion expenses, the estate incurs estate managemearice with section 2056(b)(9), the marital deduction Example 7 The decedent, who dies in 2000,
expenses of $400,000 in connection with the residus limited to $2,700,000, and the resulting taxable esnakes an outright pecuniary bequest of
property passing for the benefit of the spouse. Thate is $150,000. $3,000,000 to the decedent’s surviving spouse, and
executor charges these management expenses to th&example 5 The decedent dies after 2006 havinghe residue of the estate, after the payment of all
residue. In determining the value of the residuenade no lifetime gifts. The value of the decedent'debts, expenses, and Federal and State estate
passing to the spouse for marital deduction puresiduary estate on the decedent’s date of deathtéxes, passes to the decedent’s child. Under the
poses, a reduction is made for Federal and State &8,000,000, before the payment of administration exerms of the applicable local law, a beneficiary of a
tate taxes payable from the residue but no reductigrenses and Federal and State estate taxes. The deesuniary bequest is not entitled to any income on
is made for the estate management expenses. If thent’s will provides a formula for dividing the dece-the bequest. During the period of administration,
management expenses are deducted on the estatiEst’s residuary estate between two trusts to redutiee estate pays estate transmission expenses from
income tax return, the net value of the property pasthe estate’s Federal estate taxes to zero. Under tie income earned by the property that will be dis-
ing to the spouse is $3,900,000 ($6,000,000 mindsrmula, one trust, for the benefit of the decedent'ributed to the surviving spouse in satisfaction of
$2,100,000 Federal and State estate taxes). A maghild, is to be funded with that amount of propertythe pecuniary bequest. The income earned on this
tal deduction is claimed for that amount, and the tavequal in value to so much of the applicable exclusioproperty is not part of the marital share. There-
able estate is $5,100,000. amount under section 2010 that would reduce the elare, the allowable marital deduction is
Example 3 The facts are the same a&xample tate’s Federal estate tax to zero. The other trust, f68,000,000, unreduced by the amount of the estate
1, except that the estate  management expensesttoé benefit of the surviving spouse, satisfies the réransmission expenses.
$400,000 are incurred in connection with the bequirements of section 2056(b)(7) and is to be funded (6) Effective date The provisions of
qu_est of ABC Corporation stock to the decedent'svith the remaining property in the estate. The S_tatﬁ‘lis paragraph (d) apply to estates of
child. The executor charges these management esstate tax equals the State death tax credit available ]
penses to the residue. For purposes of determinimgder section 2011. During the period of administra: ecedents dymg on or after December 3,
the marital deduction, the value of the residue is rdion, the estate incurs transmission expenses
duced by the Federal and State estate taxes and $800,000. The transmission expenses of $200,000 re-

the management expenses. The management eluce the value of the residue to $2,800,000. If the wrE

penses reduce the value of the residue because tli@nsmission expenses are deducted on the Federal es-

are charged to the property passing to the spoutse tax return, then the formula divides the residue so Robert E. Wenzel,
even though they were incurred with respect to stodkat the value of the property passing to the child’s Deputy Commissioner

passing to the child. If the management expensésist is $1,000,000 and the value of the property pass-
are deducted on the estate’s Federal income tax tiag to the marital trust is $1,800,000. The allowable
turn, the marital deduction is $3,011,111marital deduction is $1,800,000. The applicable ex-
($6,000,000 minus $400,000 management expensesision amount shields from Federal estate tax the en-
and minus $2,588,889 Federal and State estatiee $1,000,000 passing to the child’s trust so that the .
taxes). If the management expenses are deductedamount of Federal and State estate taxes is zero. Al- . ‘Jona_lthan Talisman,
the estate’s Federal estate tax return, rather than matively, if the transmission expenses are deducted Acting Assistant Secretary
the estate’s Federal income tax return, the maritah the estate’s Federal income tax return, the formula of the Treasury.
deduction is $3,500,000 ($6,000,000 minudglivides the residue so that the value of the property
$400,000 management expenses and minymssing to the child’s trust is $800,000 and the valugiled by the Office of the Federal Register on De-
$2,100,000 in Federal and State estate taxes). of the property passing to the marital trust icember 2, 1999, 8:45 a.m., and published in the
Example 4 The decedent, who dies in 2000, ha$2,000,000. The allowable marital deduction remainissue of the Federal Register for December 3, 1999,
a gross estate of $3,000,000. $1,800,000. The applicable exclusion amount shield F.R. 67763)
Included in the gross estate are proceeds dfom Federal estate tax the entire $800,000 passing to
$150,000 from a policy insuring the decedent’s lifehe child’s trust and $200,000 of the $2,000,000 pass-
and payable to the decedent’s child as beneficiaring to the marital trust so that the amount of Feder . T
The applicable credit amount against the tax was fullgnd State estate taxes remains zero. %ectlon 6501.—Limitations on
consumed by the decedent’s lifetime gifts. Applica- Example 6.The facts are the same asikam- Assessment and Collection
ble State law requires the child to pay any estate taxpke 5 except that the decedent’s will provides that
attributable to the life insurance policy. Pursuant tthe child’s trust is to be funded with that amount 0p6 CFR 301.6501(c)—1: Exceptions to general period
the decedent’s will, the rest of the decedent’s estaproperty equal in value to the applicable exclusiownf limitations on assessment and collection.
passes outright to the surviving spouse. During tremount under section 2010 allowable to the dece-
period of administration, the estate incurs estate madent’s estate. The residue of the estate, after tlﬂ‘eD 8845
agement expenses of $150,000 in connection with tlyment of any debts, expenses, and Federal and™ *
property passing to the spouse. The value of the proptate estate taxes, is to pass to the marital tru
erty passing to the spouse is $2,850,000 ($3,000,00Bie applicable exclusion amount in this case ipEPARTMENT OF THE TREASURY
less the insurance proceeds of $150,000 passing to 8,000,000, so the value of the property passing #1ternal Revenue Service

of Internal Revenue.

Approved November 22, 1999.
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26 CFR Part 20 Generation-Skipping Transfer) Tax Reto identify the returns that should be ex-
turn.” amined, with a minimum expenditure of

Adequate Disclosure of Gifts Comments concerning the accuracy ofesources. Further, the more complete
this burden estimate and suggestions f@nd comprehensive the information filed

AGENCY: Internal Revenue Servicereducing this burden should be sent to th&ith the return is, the more readily the

(IRS), Treasury. Internal Revenue ServiceAttn: IRS Re- IRS will be able to identify the returns
. . ports Clearance Officer, OP:FS:FP, WasHhat should not be examined, thus saving
ACTION: Final regulations. ington, DC 20224, and to th@ffice of taxpayers needless expenditures of time

SUMMARY: This document contains Management and Budget Attn: Desk and money.
final regulations relating to changeOfficer for the Department of the Trea- Several commentators suggested that
made to Internal Revenue Code sectiori@!ry, Office of Information and Regula-the language in §301.6501-1(f)(2) of the
2001, 2504, and 6501 by the TaxpayePry Affairs, Washington, DC 20503.  proposed regulations imposed two re-
Relief Act of 1997 and the Internal Rev- Books or records relating to this collecquirements for adequate disclosure. That
enue Service Restructuring and Reforrtion of information must be retained ags, the taxpayer had to provide informa-
Act of 1998 regarding the valuation oflong as their contents may be material ition adequate to apprise the IRS of the na-
prior gifts in determining estate and gifthe administration of any internal revenue¢ure of the gift, etc. and in addition, the
tax liability, and the period of limita- law. Generally, tax returns and tax returtaxpayer had to provide the information
tions for assessing and collecting gifinformation are confidential, as requiredisted in the regulation. In response to
tax. These regulations are necessary by 26 U.S.C. 6103. these comments, the final regulations
cause section 6501(c)(9) now requires Background clarify that the adequate disclosure re-
that a gift must be adequately disclosed On December 22, 1998, the IRS pubquirement is satisfied if the information
on a gift tax return in order to com-lished in theFederal Register(63 FR listed in the regulation is provided.
mence the running of the period of limi-70701) a notice of proposed rulemaking Some commentators argued that Con-
tations on assessment with respect to tHREG-106177-98, 1998—-2 C.B. 344press intended that the new adequate dis-
gift. Once the period of limitations ex-under sections 2001 and 2504 relating tlosure requirements be the same as the
pires, the amount of that gift as reporte¢he value of prior gifts for purposes ofexisting disclosure requirements under
on the return may not be adjusted foeomputing the estate and gift tax, angrior section 6501(c)(9) for pre-August 5,
purposes of determining future gift andinder section 6501 relating to the period997 gifts of property subject to the spe-
estate tax liability. The regulations profor assessment and collection of gift taxcial valuation rules of sections 2701 and
vide guidance on what constitutes adearitten comments responding to the no2702. Therefore, the commentators sug-
quate disclosure for purposes of théice of proposed rulemaking were regested that the IRS adopt the disclosure
statute. ceived and a hearing was held on Apritequirements under §301.6501(c)-1(e)(2)
DATES: These regulations are effective28’ 1999, at which time oral testimonyfor t(ansfers of those interests. This sug-
December3 1999 was presented. This document adopgestion was not _adopted. The IRS and
' ' final regulations with respect to this no-Treasury believe it is necessary to expand
FOR FURTHER INFORMATION tice of proposed rulemaking. A summanpn those disclosure requirements to ad-
CONTACT: William L. Blodgett, (202) of the principal comments received andress the broader range of transfers cov-

622-3090 (not a toll-free number). the revisions made in response to thosred by the new legislation, as well as

_ comments is provided below. transactions and entities that may not

SUPPLEMENTARY INFORMATION: 1. Requirements for Adequate Disclohave been prevalent when the prior regu-
sure lations were promulgated.

Paperwork Reduction Act _ _
Under section 6501(c)(9), the period of Under the proposed regulations, if

The collection of information con- limitations on the assessment of gift tayproperty is transferred in trust, taxpayers
tained in these final regulations has beewith respect to a gift will commence toare required to provide a brief description
reviewed and approved by the Office ofun only if the gift is adequately disclosedf the terms of the trust. In response to
Management and Budget in accordanaen the gift tax return. The proposed regusomments, the final regulations provide
with the Paperwork Reduction Act (44lations provide a list of information re-that taxpayers may submit a complete
U.S.C. 3507) under control numbemuired to satisfy the adequate disclosureopy of the trust document in lieu of a de-
1545-1637. Responses to this collectiostandard. scription of the trust terms.

of information are mandatory. In general, the comments objected to The proposed regulations require the

An agency may not conduct or sponsothe quantity, detail, and nature of the insubmission of a detailed description of the
and a person is not required to respond tformation required under the proposednethod used in determining the fair mar-
a collection of information unless the coltegulations. In some cases, informatioket value of the property, including “any
lection of information displays a valid required in the proposed regulations is naelevant financial data.” Commentators
OMB control number. required in the final regulations. How-contended that “any relevant financial

The reporting burden contained inever, Treasury and the IRS continue to belata” is a subjective concept that lacks
8301.6501(c)-1(f) is reflected in thelieve that the adequate disclosure rule wapecificity. Rather, the regulations should
burden for Form 709, “U.S. Gift (andintended to afford the IRS a viable meanspecify exactly what financial data must
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be submitted, such as balance sheets, meirmally be required to maintain the fi-as including both regulations and revenue
earnings statements, etc. In response m@ancial records with respect to lower+ulings that are published after the gift tax
these comments, the final regulations raiered entities. The comments suggestaéturn is filed that interpret earlier IRS po-
quire that any financial data that was usetthat information on the lower-tiered enti-sitions. In response to these comments,
in valuing the interest must be submittedies should be required only to the exterthe final regulations limit the required
This ensures that the information resuch information is essential to a reasorstatement to positions taken that are con-
guested is available and was deemed relable appraisal of the interest transferrettary to any proposed, temporary or final
vant by the person valuing the interest. and is in the personal control of the taxregulation, and any revenue ruling pub-
Several commentators expressed copayer. Many commentators suggestelished at the time the transfer occurred.
cern over the requirement in the proposetthat the regulations require the submis- Commentators also noted that, under
regulations that, if a less-than-100-persion of only that information that a quali-the proposed regulations, if a taxpayer
cent interest in a non-actively traded erfied and competent appraiser would use ifailed to provide, for example, one item of
tity is transferred, the taxpayer must subvaluing the interest. In response to thesaformation, the adequate disclosure re-
mit a statement regarding the fair marketomments, the final regulations providequirement would not be satisfied, regard-
value of 100 percent of the entity deterthat the information on the lower-tieredess of the significance of the item. The
mined without regard to any discounts. lentities must be submitted if the informacomments suggested that “substantial
was contended that a less-than-100-petion is relevant and material in determineompliance” with the requirements of the
cent interest in an operating companing the value of the interest in the entity. regulations or a good-faith effort to com-
may not be valued based on a pro rata Finally, comments suggested that @ly should be deemed actual compliance.
portion of the value of 100 percent of theproperly completed appraisal would conThis suggestion was not adopted in view
entity; rather the appraiser often will detain all the information that is materialof the difficulty in defining and illustrat-
termine the value based on indicia othexnd relevant to the valuation of the transng what would constitute substantial
than the value of the entire entity, such a®grred property and, therefore, should beompliance. However, it is not intended
the price/earnings ratio of stock in compasufficient to satisfy any disclosure rethat the absence of any particular item or
rable publicly-traded entities. Becauseuirement. Accordingly, under the finalitems would necessarily preclude satisfac-
the entire entity is not valued in these situregulations, an appraisal satisfying speion of the regulatory requirements, de-
ations, valuing 100 percent of the entitific requirements may be submitted irpending on the nature of the item omitted
would not be relevant. One commentieu of a detailed description of theand the overall adequacy of the informa-
stated that this requirement would be reanethod used to determine the fair marketon provided.
sonable in valuing an interest in nonacvalue and in lieu of information regarding In response to comments, a rule was
tively-traded entities, such as entitiesiered entities. added regarding the application of the ad-
holding securities or real estate, since in The proposed regulations require &quate disclosure rules in the case of
those cases the value of an interest in tlstatement of relevant facts that would ap'split gifts” under section 2513. Under
entity would be determined based on grise the IRS of the nature of any potenthis rule, gifts attributed to the non-donor
pro rata portion of the value of 100 pertial gift tax controversy concerning thespouse are deemed to be adequately dis-
cent of the entity. In response to thestansfer, or instead of that statement, elosed if the gifts are adequately disclosed
comments, the final regulations do not reeoncise description of the legal issue presn the return filed by the donor spouse.
quire a statement of the fair market valusented by the facts. This requirement is 2. Finality with Respect to Adequately
of 100 percent of the entity (without re-similar to the disclosure required to avoidisclosed Gifts
gard to any discounts), if the value of théhe accuracy-related penalty under sec- Under the proposed regulations, if a
interest in the entity is properly detertion 6662. It was intended to enable th&ransfer is adequately disclosed on the gift
mined without using the net asset value dRS to easily identify issues presented s@ax return, and the period for assessment
the entire entity. If 100 percent of thethat the IRS could evaluate whether anf gift tax has expired, then the IRS is
value of the entity is not disclosed, theexamination is warranted during the iniforeclosed from adjusting the value of the
taxpayer bears the burden of demonstraial review of the gift tax return. Com- gift under section 2504(c) (for purposes
ing that the fair market value of the entitynentators indicated that the requiremerdf determining the current gift tax liabil-
is properly determined by a method othewas too subjective and open-ended, sindty) and under section 2001(f) (for pur-
than a method based on the net value @fwould be difficult for a practitioner to poses of determining the estate tax liabil-
the assets held by the entity. identify or anticipate “any” potential con-ity). However, the IRS is not precluded
The proposed regulations also requirgoversy. In response to these commentpm making adjustments involving legal
valuation information for each entity (andthat requirement has been eliminatetsues, even if the gift was adequately dis-
its assets) that is owned or controlled bfrom the final regulations. The proposedlosed. This position was based on long-
the entity subject to the transfer. Comregulations also require that the taxpayestanding regulations applying section
ments indicated that this requiremensubmit a statement describing any posR504(c) and relevant case law.
would be difficult to satisfy, because intion taken that is contrary to any tempo- Comments suggested that this rule is
some cases the information would not beary or final regulations or any revenueontrary to Congressional intent in enact-
within the control of the taxpayer and theuling. Commentators were concernethg section 2001(f) and amending section
entity subject to the transfer would nothat this requirement could be interprete@504(c) to provide a greater degree of fi-
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nality with respect to the gift and estate One comment requested clarification othe gifts are made in a calendar year prior
tax statutory scheme. In response to thetige effective date of section 6501(c)(9), aw 1997. The example illustrates that the
comments, the final regulations precludamended. The Taxpayer Relief Act ofRS may not revalue the gifts, for pur-
adjustments with respect to all issues res997 provides that the amendments tposes of determining prior taxable gifts
lated to a gift once the gift tax statute ofection 6501(c)(9) (commencing the runfor gift tax purposes, if a gift tax was paid
limitations expires with respect to thamning of the period of limitations only if and assessed with respect to the calendar
gift. the gift is adequately disclosed) apply toear, and the period for assessment has
3. Non-gift Transactions gifts made in calendar years ending aftegxpired. Since the gifts were made prior
Under the proposed regulations, a comAugust 5, 1997 (that is, all gifts made irto 1997, the rules of section 2504(c) and
pleted transfer that did not constitute aalendar year 1997 and thereafter). Howsection 6501 prior to amendment apply.
gift would be considered adequately disever, the underlying legislative history in-However, the IRS may adjust the gifts for
closed if the taxpayer submitted the inforedicates that the amendment to sectiopurposes of determining adjusted taxable
mation required for adequate disclosur6501(c)(9) applies “to gifts made in cal-gifts for estate tax purposes.
and an explanation describing why thendar years after the date of enactment .
transfer was not subject to the gift tax[August 5, 1997]". H.R. Conf. Rep. No. pecial Analyses
One commentator suggested that the ad220, 108" Cong., B! Sess. 408 (1997). |t has been determined that this Trea-
quate disclosure requirement should bMotwithstanding this statement in the legsyry decision is not a significant regula-
waived if the taxpayer reasonably, inslative history, the statutory language igory action as defined in Executive Order
good faith, believes the transfer is not alear that the section as amended applig®ge6. Therefore, a regulatory assess-
gift (for example, a salary payment madéo all gifts made during the 1997 calendafent is not required. It also has been de-
to a child employed in a family business)year, and thereafter. In the final regulagermined that section 553(b) of the Ad-
Another commentator noted that the startions, the statutory effective date lanmjnjstrative Procedure Act (5 U.S.C.
dard for adequate disclosure is higher foguage is restated in a manner that makesHapter 5) does not apply to these regula-
a “non-gift” than it is for a gift transaction clear that section 6501(c)(9) as amendegbns, and because these regulations do
since, in the non-gift situation, the donompplies to all gifts made after Decembenot impose a collection of information on
must provide all the information required31, 1996. small entities, the Regulatory Flexibility
by the regulation and a statement why the Another comment suggested clarificaact (5 U.S.C. chapter 6) does not apply.
transaction is not a gift. Another com-ion of the application of the adequate distherefore, a Regulatory Flexibility
ment requested more guidance for reportiosure rules and the interaction betweeRnalysis is not required. Pursuant to sec-
ing non-gift business transactions. In resections 2504(c) and 6501(c)(9) with retion 7805(f) of the Internal Revenue
sponse to the comments, the finaspect to gifts made between January Eode, the notice of proposed rulemaking
regulations limit the information required1997, and August 6, 1997, since sectiopreceding these regulations was submit-
in a non-gift situation. In addition, the2504(c) as amended applies only to gifteed to the Small Business Administration
final regulations provide that completednade after August 5, 1997, but sectiofor comment on their impact on small
transfers to members of the transferor'§501(c)(9) as amended applies to all giftsusiness.
family (as defined in sectionmade in 1997. In response to this com-
2032A(e)(2)) in the ordinary course ofment, an example has been added undarafting Information
operating a business are deemed to be &R5.2504-2(c) involving a situation The principal author of these regula-
equately disclosed, even if not reportedhere a gift is made prior to August Gtions is William L. Blodgett. Off f As-
; . . ) . . . gett, Office of As
on a gift tax return,_ if the |.tem is properly1997, that is not adequately disclosed OUstant Chief Counsel (Passthroughs and
reported by all parties for_ income tax purthe _rc_aturn filed for 1997. The exampleSpecial Industries), IRS. However, other
poses. For example, in the case of darifies that the period for assessme ersonnel from the IRS and Treasury De-
salary payment made to a child of thevith respect to the pre-August 6, 199 hartment participated in their develop-
donor employed in the donor’s businesgift does not commence to run becausl%ent.
the transaction will be treated as adehe gift is not adequately disclosed. Ac-
guately disclosed for gift tax purposes itordingly, a gift tax may be assessed with * ok ok kK
the salary payment is properly reported byespect to the gift at any time, and
the business and the child on their incomeotwithstanding the effective date for SeCAdoption of Amendments to the
tax returns. This exception only appliesion 2504(c), that 1997 gift can be adReguIations
to transactions conducted in the ordinarjusted as a part of prior taxable gifts in de-
course of operating a business. It dodermining subsequent gift tax liability. Accordingly, 26 CFR parts 20, 25, 301
not apply, for example, in the case of &urther, the 1997 gift can be adjusted asnd 602 are amended as follows:
sale of property (including a business) bpart of taxable gifts under section 2001 in PART 20—ESTATE TAX; ESTATES
a parent to a child. determining estate tax liability. OF DECEDENTS DYING AFTER AU-
4. Effective Date Provisions Finally, in response to another comGUST 16, 1954
Several comments were received rement, an example has been added illus- Paragraph 1. The authority citation for
garding clarification of the statutory ef-trating the application of the effectivepart 20 continues to read in part as fol-
fective date rules. date rules in a similar fact pattern, wheréows:
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Authority: 26 U.S.C. 7805 * * * (3) The amount as finally determined Par. 5. Section 25.2504-2 is revised to
Par. 2. Section 20.2001-1 is revised tby a court of competent jurisdiction; or read as follows:
read as follows: (4) The amount as determined pursuant §25.2504—2 Determination of gifts for
§20.2001-1 Valuation of adjusted taxto a settlement agreement entered into bpreceding calendar periods.
able gifts and section 2701(d) taxabldween the taxpayer and the Internal Rev- (a) Gifts made before August 6, 1997.
events. enue Service. If the time has expired within which a tax
(a) Adjusted taxable gifts made prior to (d) Definitions For purposes of para-may be assessed under chapter 12 of the
August 6, 1997.For purposes of deter-graph (b) of this section, the amount is fiinternal Revenue Code (or under corre-
mining the value of adjusted taxable giftsally determined by a court of competensponding provisions of prior laws) on the
as defined in section 2001(b), if the gifjurisdiction when the court enters a finatransfer of property by gift made during a
was made prior to August 6, 1997, thelecision, judgment, decree or other ordggreceding calendar period, as defined in
value of the gift may be adjusted at anwith respect to the amount of the taxabl§25.2502-1(c)(2), the gift was made prior
time, even if the time within which a gift gift that is not subject to appeal. See, faio August 6, 1997, and a tax has been as-
tax may be assessed has expired undexample, section 7481 regarding the fisessed or paid for such prior calendar pe-
section 6501. This paragraph (a) also apality of a decision by the U.S. Tax Courtriod, the value of the gift, for purposes of
plies to adjustments involving issuesAlso, for purposes of paragraph (b) of thisirriving at the correct amount of the tax-
other than valuation for gifts made priorsection, a settlement agreement meamasble gifts for the preceding calendar peri-
to August 6, 1997. any agreement entered into by the Internalds (as defined under §25.2504-1(a)), is
(b) Adjusted taxable gifts and sectiorRevenue Service and the taxpayer that ike value used in computing the tax for
2701(d) taxable events occurring aftebinding on both. The term includes ahe last preceding calendar period for
August 5, 1997.For purposes of deter-closing agreement under section 7121, wahich a tax was assessed or paid under
mining the amount of adjusted taxableompromise under section 7122, and arhapter 12 of the Internal Revenue Code
gifts as defined in section 2001(b), if,agreement entered into in settlement afr the corresponding provisions of prior
under section 6501, the time has expiréligation involving the amount of the tax-laws. However, this rule does not apply
within which a gift tax may be assessedble gift. where no tax was paid or assessed for the
under chapter 12 of the Internal Revenue (e) Expiration of period of assessmentprior calendar period. Furthermore, this
Code (or under corresponding provision§or purposes of determining if the timerule does not apply to adjustments involv-
of prior laws) with respect to a gift madehas expired within which a tax may be asng issues other than valuation. See
after August 5, 1997, or with respect to asessed under chapter 12 of the Interngp5.2504-1(d).
increase in taxable gifts required undeRevenue Code, see 8301.6501(c)-1(e) (b) Gifts made or section 2701(d) tax-
section 2701(d) and §25.2701-4 of thisnd (f) of this chapter. able events occurring after August 5,
chapter, then the amount of the taxable (f) Effective dates Paragraph (a) of 1997. If the time has expired under sec-
gift will be the amount as finally deter-this section applies to transfers of proption 6501 within which a gift tax may be
mined for gift tax purposes under chapteerty by gift made prior to August 6, 1997 assessed under chapter 12 of the Internal
12 of the Internal Revenue Code and thiéthe estate tax return for the donor/deceRevenue Code (or under corresponding
amount of the taxable gift may not theredent’s estate is filed after December 3provisions of prior laws) on the transfer of
after be adjusted. The rule of this parat999. Paragraphs (b) through (e) of thiproperty by gift made during a preceding
graph (b) applies to adjustments involvingection apply to transfers of property byalendar period, as defined in
all issues relating to the gift, includinggift made after August 5, 1997, if the gift§25.2502-1(c)(2), or with respect to an
valuation issues and legal issues involvax return for the calendar period in whichincrease in taxable gifts required under
ing the interpretation of the gift tax law. the gift is made is filed after December 3section 2701(d) and §25.2701-4, and the
(c) Finally determined For purposes 1999 gift was made, or the section 2701(d) tax-
of paragraph (b) of this section, the able event occurred, after August 5, 1997,
PART 25—GIFT TAX; GIFTS MADE the amount of the taxable gift or the

amount of a taxable gift as finally deter-

mined for gift tax purposes is— AFTER DECEMBER 31, 1954 amount of the increase in taxable gifts, for
(1) The amount of the taxable gift as p4r 3 The authority citation for partPUrPoses of determining the correct

shown on a gift tax return, or on a states <gntinues to read in part as follows: amount of taxable gifts for the preceding

ment attached to the return, if the Internal Authority: 26 U.S.C. 7805, * * * calendar periods (as defined in

Revenue Service does not contest suchp,. 4 " |n §25.2504—1, a sentence £25.2504-1(a)), is the amount that is fi-

amount before the time has expired undefyyed at the end of paragraph (d) to rediplly determined for gift tax purposes

section 6501 within which gift taxes may,q ollows: (within the meaning of §20.2001-1(c) of

be assessed; §25.2504—1 Taxable gifts for precedindis chapter) and such amount may not be
(2) The amount as specified by the Inzgjandar periods. hereafter adjusted. The rule of this para-

ternal Revenue Service before the time I ——— graph (b) applies to adjustments involving

has expired under section 6501 within (d) * * * However, see §25_2504_2(b)all issues relating to the gift including val-
which gift taxes may be assessed on tr}%gardmg certain gifts made after Augusltlation issues and legal issues involving
gift, if such specified amount is not timely5’ 1997. the interpretation of the gift tax law. For
contested by the taxpayer; purposes of determining if the time has
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expired within which a gift tax may be asiled a gift tax return for 1997 reporting property to B and timely files a Federal
sessed, see 8301.6501(c)-1(e) and (f) tfe September 10, 1997, transfer to C andift tax return reporting the gift.
this chapter. under 8301.6501(c)-1(f)(2) of this chap- (ii) Application of the rule limiting ad-
(c) Examples The following examples ter, adequately disclosed that transfer arjdstments to prior gifts.Under section
illustrate the rules of paragraphs (a) angaid gift tax with respect to the transfer2504(c), in determining A's 2002 gift tax
(b) of this section: However, A believed that the transfer to Biability, the value of A's 1994 gifts cannot
Example 1 (i) Facts In 1996, Atrans- on August 1, 1997, was for full and adebe adjusted for purposes of computing
ferred closely-held stock in trust for thequate consideration and A did not repomprior taxable gifts because those gifts
benefit of B, As child. A timely filed a the transfer to B on the 1997 Federal giftvere made prior to August 6, 1997, and a
Federal gift tax return reporting the 199@ax return. In 2002, A transfers additionatimely filed Federal gift tax return was
transfer to B. No gift tax was assessed @roperty to B and timely files a Federafiled with respect to which a gift tax was
paid as a result of the gift tax annual exgift tax return reporting the gift. assessed and paid, and the period of limi-
clusion and the application of A's avail- (ii) Application of the rule limiting ad- tations on assessment has expired. The
able unified credit. In 2001, A transferredustments to prior gifts.Under section provisions of paragraph (a) of this section
additional closely-held stock to the trust2504(c), in determining A's 2002 gift taxapply to the 1994 transfers. However, for
A's Federal gift tax return reporting theliability, the value of A's 1996 gift cannot purposes of determining A's adjusted tax-
2001 transfer was timely filed and thebe adjusted for purposes of computing thable gifts in computing A's estate tax lia-
transfer was adequately disclosed undealue of prior taxable gifts, since that giftbility, the gifts may be adjusted. See
§301.6501(c)-1(f)(2) of this chapter. Inwas made prior to August 6, 1997, and §20.2001-1(a) of this chapter.
computing the amount of taxable gifts, Aimely filed Federal gift tax return was (d) Effective dates Paragraph (a) of
claimed annual exclusions with respect téiled on which a gift tax was assessed anithis section applies to transfers of prop-
the transfers in 1996 and 2001. In 2003aid. However, As prior taxable gifts canerty by gift made prior to August 6, 1997.
A transfers additional property to B andoe adjusted to reflect the August 1, 199 Raragraphs (b) and (c) of this section
timely files a Federal gift tax return re-transfer because, although a gift tax returapply to transfers of property by gift made
porting the gift. for 1997 was timely filed and gift tax wasafter August 5, 1997, if the gift tax return
(ii) Application of the rule limiting ad- paid, under §301.6501(c)—1(f) of thisfor the calendar period in which the trans-
justments to prior gifts.Under section chapter the period for assessing gift tafer is reported is filed after December 3,
2504(c), in determining A's 2003 gift taxwith respect to the August 1, 1997, transt999
liability, the amount of A's 1996 gift can fer did not commence to run since that Par. 6. In §25.2511-2, paragraph (j) is
be adjusted for purposes of computingransfer was not adequately disclosed amvised to read as follows:
prior taxable gifts, since that gift wasthe 1997 gift tax return. Accordingly, a 825.2511-2 Cessation of donor’s do-
made prior to August 6, 1997, and therggift tax may be assessed with respect tminion and control.
fore, the provisions of paragraph (a) ofhe August 1, 1997, transfer and the
this section apply. Adjustments can bamount of the gift would be reflected in
made with respect to the valuation of therior taxable gifts for purposes of com- (j) If the donor contends that a power is
gift and legal issues presented (for exanputing A's gift tax liability for 2002. A's of such nature as to render the gift incom-
ple, the availability of the annual exclu-September 10, 1997, transfer to C was aglete, and hence not subject to the tax as
sion with respect to the gift). Howevergequately disclosed on a timely filed giftof the calendar period (as defined in
A's 2001 transfer was adequately distax return and, thus, under paragraph (825.2502-1(c)(1)) of the initial transfer,
closed on a timely filed gift tax returnof this section, the amount of the Septensee §301.6501(c)-1(f)(5) of this chapter.
and, thus, under paragraph (b) of this seber 10, 1997, taxable gift by Amay not be PART 301—PROCEDURE AND AD-
tion, the amount of the 2001 taxable gifadjusted for purposes of computing prioMINISTRATION
by A may not be adjusted (either with retaxable gifts in determining A's 2002 gift Par. 7. The authority citation for part
spect to the valuation of the gift or anytax liability. 301 continues to read in part as follows:
legal issue) for purposes of computing Example 3 (i) Facts In 1994, Atrans-  Authority: 26 U.S.C. 7805 * * *
prior taxable gifts in determining A's 2003ferred closely-held stock to B and C, As Par. 8. Section 301.6501(c)-1 is
gift tax liability. children. Atimely filed a Federal gift tax amended by:
Example 2 (i) Facts In 1996, Atrans- return reporting the 1994 transfers to B 1. Revising the heading to paragraph
ferred closely-held stock to B, A's child.and C and paid gift tax on the value ofe).
Atimely filed a Federal gift tax return re-the gifts reported on the return. Also in 2. Adding paragraph (f).
porting the 1996 transfer to B and paid 994, A transferred closely-held stock to The revision and addition reads as fol-
gift tax on the value of the gift reported orB in exchange for a bona fide promissorjows:
the return. On August 1, 1997, A transhote signed by B. A believed that the 8§301.6501(c)-1 Exceptions to general
ferred additional closely-held stock to Btransfer to B in exchange for the promisperiod of limitations on assessment and
in exchange for a promissory note signedory note was for full and adequate coreollection.
by B. Also, on September 10, 1997, Asideration and A did not report that trans-
transferred closely-held stock to C, Asfer to B on the 1994 Federal gift tax
other child. On April 15, 1998, A timely return. In 2002, A transfers additional (e)Gifts subject to chapter 14 of the In-
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ternal Revenue Code not adequately disase of a transfer of an interest that is aerty that meets the following require-
closed on the returrt * * tively traded on an established exchangejents—

(f) Gifts made after December 31,such as the New York Stock Exchange, (i) The appraisal is prepared by an ap-
1996, not adequately disclosed on the reahe American Stock Exchange, the NASpraiser who satisfies all of the following
turn— (1) In general If a transfer of DAQ National Market, or a regional ex-requirements:
property, other than a transfer describechange in which quotations are published (A) The appraiser is an individual who
in paragraph (e) of this section, is not adesn a daily basis, including recognized forholds himself or herself out to the public
guately disclosed on a gift tax returreign exchanges, recitation of the exas an appraiser or performs appraisals on
(Form 709, “United States Gift (and Genchange where the interest is listed, tha regular basis.
eration-Skipping Transfer) Tax Return”),CUSIP number of the security, and the (B) Because of the appraiser’s qualifi-
or in a statement attached to the returmean between the highest and loweshtions, as described in the appraisal that
filed for the calendar period in which thequoted selling prices on the applicableletails the appraiser’'s background, expe-
transfer occurs, then any gift tax imposedaluation date will satisfy all of the re-rience, education, and membership, if
by chapter 12 of subtitle B of the Internabjuirements of this paragraph (f)(2)(iv). Inany, in professional appraisal associa-
Revenue Code on the transfer may be athe case of the transfer of an interest in @fons, the appraiser is qualified to make
sessed, or a proceeding in court for thentity (for example, a corporation or partappraisals of the type of property being
collection of the appropriate tax may benership) that is not actively traded, a devalued.
begun without assessment, at any time. scription must be provided of any dis- (C) The appraiser is not the donor or

2) Adequate disclosure of transfers otount claimed in valuing the interests irthe donee of the property or a member of
property reported as giftsA transfer will the entity or any assets owned by such etie family of the donor or donee, as de-
be adequately disclosed on the return ontity. In addition, if the value of the entity fined in section 2032A(e)(2), or any per-
if it is reported in a manner adequate tor of the interests in the entity is properlyson employed by the donor, the donee, or
apprise the Internal Revenue Service afetermined based on the net value of themember of the family of either; and
the nature of the gift and the basis for thassets held by the entity, a statement must(ii) The appraisal contains all of the fol-
value so reported. Transfers reported dme provided regarding the fair marketowing:
the gift tax return as transfers of propertyalue of 100 percent of the entity (deter- (A) The date of the transfer, the date on
by gift will be considered adequately disiined without regard to any discounts irwhich the transferred property was ap-
closed under this paragraph (f)(2) if thevaluing the entity or any assets owned bgraised, and the purpose of the appraisal.
return (or a statement attached to the réhe entity), the pro rata portion of the en- (B) A description of the property.
turn) provides the following informa- tity subject to the transfer, and the fair (C) A description of the appraisal
tion— market value of the transferred interest gsrocess employed.

(i) A description of the transferredreported on the return. If 100 percent of (D) A description of the assumptions,
property and any consideration receivethe value of the entity is not disclosed, thypothetical conditions, and any limiting
by the transferor; taxpayer bears the burden of demonstratonditions and restrictions on the trans-

(i) The identity of, and relationship ing that the fair market value of the entityferred property that affect the analyses,
between, the transferor and each transs properly determined by a method otheopinions, and conclusions.
feree; than a method based on the net value of (E) The information considered in de-

(iii) If the property is transferred in the assets held by the entity. If the entitiermining the appraised value, including
trust, the trust’s tax identification numberthat is the subject of the transfer owns aim the case of an ownership interest in a
and a brief description of the terms of thénterest in another non-actively traded erbusiness, all financial data that was used
trust, or in lieu of a brief description oftity (either directly or through ownershipin determining the value of the interest
the trust terms, a copy of the trust instruef an entity), the information required inthat is sufficiently detailed so that another
ment; this paragraph (f)(2)(iv) must be providederson can replicate the process and ar-

(iv) Except as provided in for each entity if the information is rele-rive at the appraised value.
8301.6501-1(f)(3), a detailed descriptiorvant and material in determining the value (F) The appraisal procedures followed,
of the method used to determine the fawof the interest; and and the reasoning that supports the analy-
market value of property transferred, in- (v) Astatement describing any positiorses, opinions, and conclusions.
cluding any financial data (for exampletaken that is contrary to any proposed, (G) The valuation method utilized, the
balance sheets, etc. with explanations ¢émporary or final Treasury regulations orationale for the valuation method, and
any adjustments) that were utilized in derevenue rulings published at the time ofhe procedure used in determining the fair
termining the value of the interest, any rethe transfer (see 8601.601(d)(2) of thisnarket value of the asset transferred.
strictions on the transferred property thathapter). (H) The specific basis for the valuation,
were considered in determining the fair (3) Submission of appraisals in lieu ofsuch as specific comparable sales or
market value of the property, and a dethe information required under para-transactions, sales of similar interests,
scription of any discounts, such as disgraph (f)(2)(iv) of this sectian The re- asset-based approaches, merger-acquisi-
counts for blockage, minority or frac-quirements of paragraph (f)(2)(iv) of thistion transactions, etc.
tional interests, and lack of marketabilitysection will be satisfied if the donor sub- (4) Adequate disclosure of non-gift
claimed in valuing the property. In themits an appraisal of the transferred propzompleted transfers or transactions
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Completed transfers to members of thefter the donor files a return reporting thg@ommon stock of X, a closely- held corporation. X
transferor’s family, as defined in sectiortransfer as a completed gift with adequat&®€s not hold an interest in any other entity that is

. - not actively traded. In 2001, A transfers 20 percent
2032A(e)(2), that are made in the ordidisclosure. of the X stock to B and C, A's children, in a transfer

nary course of operating a business are (6) Treatment of split gifts If a hus- 4t is not subject to the special valuation rules of
deemed to be adequately disclosed undeand and wife elect under section 2513 t&ection 2701. The transfer is made outright with no
paragraph (f)(2) of this section, even itreat a gift made to a third party as madestrictions on ownership rights, including voting

the transfer is not reported on a gift tax resne-half by each spouse, the requiremerf{ghts and the right to transfer the stock. Based on

. . . . . o .., generally applicable valuation principles, the value
turn, provided the transfer is properly reof this paragraph (f) will be satisfied W|th0fx would be determined based on the net value of

ported by all parties fgr income tax purfespect _to the gift d_eemed made_ by th@e assets owned by X. The reported value of the
poses. For example, in the case of salacpnsenting spouse if the return filed byransferred stock incorporates the use of minority
paid to a family member employed in @he donor spouse (the spouse that trandiscounts and lack of marketability discounts. No
family owned business, the transfer wilferred the property) satisfies the requirether discounts were used in arriving at the fair mar-

. . . . et value of the transferred stock or any assets
be treated as adequately disclosed for giftents of this paragraph (f) with respect tgowned by X. On As Federal gift tax return, Form

tax purposes if the item is properly rethat gift. 709, for the 2001 calendar year, A provides the in-
ported by the business and the family (7) Examples The following examples formation required under paragraph (f)(2) of this

member on their income tax returns. Failustrate the rules of this paragraph (f): section including a statement reporting the fair mar-
purposes of this paragraph (f)(4), any Example 1 (i) Facts In 2001, A transfers 100 ket value of‘100 percent of X (before ta_king into ac-
other completed transfer that is reporteghares of common stock of XYZ Corporation to Ascount any discounts), the pro rata portion of X sub-
o . A child. The common stock of XYZ Corporation isject to the transfer, and the reported value of the
In its entirety, as not CONSUUting a rans; ;e\, traded on a major stock exchange. For gitfansfer. A also attaches a statement regarding the

fer by gift will be considered adequatelyay purposes, the fair market value of one share ggtermination of value that includes a discussion of
disclosed under paragraph (f)(2) of thiXYz common stock on the date of the transfer, dethe discounts claimed and how the discounts were
section only if the following information termined in accordance with §25.2512-2(b) of thigletermined. _
is provided on, or attached to, the reghapter (based on the mean between the highest and(ii) Application of the adequate disclosure stan-
! ! lowest quoted selling prices), is $150.00. On Aglard. A has provided sufficient information such

turn— Federal gift tax return, Form 709, for the 2001 calthat the transfer will be considered adequately dis-

(i) The information required for ade-endar year, A reports the gift to A's child of 100closed and the period of assessment for the transfer
guate disclosure under paragraphshares of common stock of XYZ Corporation with ainder section 6501 will run from the time the return
®(2)(i), (ii), (iii) and (v) of this section; value for gift tax purposes of $15,000. A specifieds filed (as determined under section 6501(b)).
and the date of the transfer, recites that the stock is pub- Example 4 (i) Facts. A owns a 70 percent lim-

oA lanati to whv the t licly traded, identifies the stock exchange on whicfited partnership interest in PS. PS owns 40 percent
(i) An explanation as to why the trans- "o i traded, lists the stock’s CUSIP numbegf the stock in X, a closely-held corporation. The

fer is not a transfer by gift under chaptegng lists the mean between the highest and loweassets of X include a 50 percent general partnership

12 of the Internal Revenue Code. quoted selling prices for the date of transfer. interest in PB. PB owns an interest in commercial
(5) Adequate disclosure of incomplete (i) Application of the adequate disclosure stanseal property. None of the entities (PS, X, or PB) is
dard. A has adequately disclosed the transferactively traded and, based on generally applicable

transfers. Adequate disclosure of a trans: ; . gy ;
Therefore, the period of assessment for the transfg@luation principles, the value of each entity would

fer th_at is reported _as a completed gift Ollnder section 6501 will run from the time the returrbe determined based on the net value of the assets
the gift tax return will commence the runs filed (as determined under section 6501(b)). ~ owned by each entity. In 2001, A transfers a 25 per-
ning of the period of limitations for as- Example 2(i) Facts On December 30, 2001, A cent limited partnership interest in PS to B, As
sessment of gift tax on the transfer, eveimnsfers closely-held stock to B, A's child. A deterchild. On the Federal gift tax return, Form 709, for
if the transfer is ultimately determined tghined that the value of the transferred stock, on Déhe 2001 calendar year, A reports the transfer of the

¢ ¢ ember 30, 2001, was $9,000. A made no othe¥5 percent limited partnership interest in PS and that
be an incomplete gift for purposes of s 10 B, or any other donee, during 2001. OWe fair market value of 100 percent of PS is $y and

§25.2511-2 of this chapter. For examplexs Federal gift tax return, Form 709, for the 2001that the value of 25 percent of PS is $z, reflecting
if an incomplete gift is reported as a comealendar year, A provides the information requirednarketability and minority discounts with respect to
pleted gift on the gift tax return and is adunder paragraph (f)(2) of this section such that thée 25 percent interest. However, A does not dis-
equately disclosed, the period for asses&ansfer is adequately disclosed. A claims an annuglose that PS owns 40 percent of X, and that X owns
. - . exclusion under section 2503(b) for the transfer. 50 percent of PB and that, in arriving at the $y fair
ment of the_9|ft_ tax will begin tO_ run when (iiy Application of the adequate disclosure stanmarket value of 100 percent of PS, discounts were
the return is filed, as determined undegard. Because the transfer is adequately disclosedaimed in valuing PS’s interest in X, X’s interest in
section 6501(b). Further, once the periochder paragraph (f)(2) of this section, the period dPB, and PB's interest in the commercial real prop-
of assessment for gift tax expires, th@ssessment for the transfer will expire as prescribeédty- o )
transfer will not be subject to inclusion inby section 6501(b), notwithstanding that if A's valu- (i) Application of the adequate disclosure stan-

, ation of the closely-held stock was correct, A waglard. The information on the lower tiered entities is
the donor’s gross estate for estate tax PWat required to file a gift tax return reporting therelevant and material in determining the value of the

poses. On the other hand, if the transfer ignsfer under section 6019. After the period of adransferred interest in PS. Accordingly, because A
reported as an incomplete gift whether asessment has expired on the transfer, the Interr2gs failed to comply with requirements of paragraph
not adequately disclosed, the period forevenue Service is precluded from redeterminin)(2)(iv) of this section regarding PS’s interest in X,

assessing a glft tax with respect to th@e amount of the gift for purposes of assessing gif's interest in PB, and PB’s interest in the commer-

i f il not i {)ax or for purposes of determining the estate tax liggial real property, the transfer will not be considered
ranster will not commence 10 run eVen Iy, - therefore, the amount of the gift as reporteddequately disclosed and the period of assessment

the transfer is ultimately determined to bgn as 2001 Federal gift tax return may not be redefor the transfer under section 6501 will remain open

a completed gift. In that situation, the giftermined for purposes of determining A's prior tax-ndefinitely.

tax with respect to the transfer may be agble gifts (for gift tax purposes) or A's adjusted tax- Example 5.The facts are the same asxample

sessed at any time, up until three yeafg’le gifts (for gstate tax purposes). 4 except _thatAsubmns, with th_e I_:ederal tax re_tur_n,
Example 3(i) Facts A owns 100 percent of the an appraisal of the 25 percent limited partnership in-

December 20, 1999 690 1999-51 I|.R.B.



terest in PS that satisfies the requirements of pargs applicable to gifts made after December * %k k kK
graph (f)(3) of this section in lieu of the information31 1996. for which the gift tax return for
' ' Robert E. Wenzel,

required in paragraph (f)(2)(iv) of this section. As- -
suming the other requirements of paragraph (f)(2) o§UCh calendar year is filed after December Deputy Commissioner of

this section are satisfied, the transfer is considere%! 1999. Internal Revenue.
adequately disclosed and the period for assessmj:r;'tA\RT 602—OMB CONTROL

for the transfer under section 6501 will run from th — Approved November 18. 1999

time the return is filed (as determined under sectoNUMBERS UNDER THE PP ’

6501(b) of this chapter). PAPERWORK REDUCTION ACT Jonathan Talisman,

Example 6 A owns 100 percent of the stock of X
Corporation, a company actively engaged in a man- Par. 9. The authority citation for part

ufacturing business. B, As child, is an employee 002 continues to read as follows:
X and receives an annual salary paid in the ordinary [T . ) .
course of operating X Corporation. B reports the an- Authority: 26 U.S.C. 7805. (Filed by the Office of the Federal Register on Decem-

nual salary as income on B's income tax returns. In Par. 10. In 8602.101, paragraph (b) iser 2, 1999, 8:45 a.m., and published in the issue of
2001, A transfers property to family members anddmended in the table by revising the entripe Federal Register for December 3, 1999, 64 F.R.

files a Federal gift tax return reporting the transfersfor 301.6501(c)—1 to read as follows: 67767)
However, A does not disclose the 2001 salary pay-
ments made to B. Because the salary payments w

Acting Assistant Secretary
of the Treasury.

salary payments are deemed to be adequately d (b)) * * *

closed. The transfer of property to family members .
other than the salary payments to B, reported on tICFR part or section where Current OMB

gift tax return must satisfy the adequate disclosure ridentified and described control No.

quirements under paragraph (f)(2) of this section i

order for the period of assessment under section po* ¥ * ¥ *

to commence to run with respect to those transfers. 30L.6500(C)—L ...t e 1545-1241
(8) Effective date This paragraph (f) 1545-1637

* k% * %
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Part Ill. Administrative, Procedural, and Miscellaneous

Section 705 Special Basis Rules states that “[i]n determining whether a The partnership rules generally attempt
transaction results in exempt incoméo preserve equality between a partner’s
within the meaning of § 705(a)(1)(B), or aasis in the partnership interest and the
nondeductible, noncapital expenditurgartner’s share of inside basis in the assets

The Internal Revenue Service intend¥ithin the meaning of § 705(a)(2)(B), theof the partnership. In order to promote
to promulgate regulations under § 705 gproper inquiry is whether the transactiormdministrative convenience, however, §
the Internal Revenue Code to address cdi@s @ permanent effect on the partnei43(a) departs from this general rule, al-
tain situations where gain or loss may pahip's _basis in its assets, without a cor_re}ewing a partqer’s basis in its partnership
improperly created by adjusting the basi§pond|n_g current or futgre effect_ on itanterest to gll\_/erge from _the partr_wer’_s
of a partnership interest for partnershiﬁaxable income.” The rull_ng explalns_thf’;\share of basis in partnershl_p assets in situ-
income that is not subject to tax, or fofhe partners’ bases in their partnershlp irations where the partnership has not made
partnership losses or deductions that algrests should be reduced only by their ren election under § 754.

permanently denied, with respect to gpective shares of the permanent decreaserhe fajlure to make a § 754 election

Notice 99-57

partner. in the partnership’s asset basis. This preenerally will result in a timing benefit or
serves the deduction for the fair markegetriment to the partner or partners with
BACKGROUND value of appreciated property without thqjivergem inside and outside bases. For

] ) recognition of the appreciation. Reducinghstance. consider the situation where a
Section 705(a) provides that the adme partners’ bases in their partnership iserson &) purchases a 50 percent interest

justed basis of a partner’s interest in grests by the fair market value of thén a partnership for $100x. The partner-
partnership generally shall be increaseghoperty contributed to the charity wouldship owns one asset with a basis of $100x
by the partner's distributive sha.re of (')subsequently cause the partners to recognd a value of $200x. If the partnership
taxable income of the partnership as d&size gain (or a reduced loss) upon a disp@ad made a § 754 electiohwould have
termined under § 703(a), (i) income Ofsjion of their interests in the partnershipy $50x special basis adju’stment in the
the partnership exempt from tax, and (iiihributable to the unrecognized apprecigsroperty, so that when the partnership dis-
the excess of the deduction for depleuoaon in the property at the time of the conposed o% the property for $200K's spe-
over the basis of the property subject Wipytion. See also Rev. Rul. 96-10¢ja| basis adjustment would exactly offset
depletion. Conyersely, t-h e adjusted ba§@996_1 C.B. 138, which discusses adjusjys gllocated share of the gaii's basis
of a partner's interest in & partnershipnents to basis in partnership interestg the partnership interest would remain at
generally shall be decreased by the parfhere loss on sale of partnership property100x after the sale. Accordinglp
ner's distributive share of (i) losses of thes genied under § 707(b)(1) and subsggou|d not recognize r;my gain upon the
partnership, (if) nondeductible expend;guem gain is not recognized under 883je of the partnership interest immedi-

tures not properly chargeable to capita)g7(d) and 707(b)(1).
account, and (jii) in certain cases, deduc- ( )_ (b)D) _ ately thereafter.
tions for depletion. Section 743(a) provides that the basis |f the partnership had not made a § 754

The legislative history describing §°f Partnership property shall not be adelection, A would have no special basis
705(a) states that adjusting the basis oflySted as the result of the transfer of adjustment, so that when the partnership
partner’s interest is necessary to preveRgrtnership interest by sale or exchange @isposed of the property for $200%,
unintended benefit or detriment to thén the death of a partner unless an elegould be allocated $50x of gainA's
partners. Thus, a partner should add " under 8 754 is in effect with respechasis in the partnership interest would in-
the basis of the partner's partnership il the partnership. crease to $150x under § 705(a)(1)(A), so

terest the partner’s distributive share of Section 743(b) provides that, in the casi'atA would recognize an offsetting $50x
nontaxable income so that the partnesf a transfer of an interest in a partnershi|9SS (or reduced gain) upon a subsequent
does not lose the benefit of that type oy sale or exchange or upon the death ofS@/e of the partnership interest. Thus,
tax-exempt income. Otherwise, the partartner, a partnership with respect to whicithout the § 754 election, there may be a
ner could eventually incur a capital gairan election under § 754 is in effect shall (ijiming detriment toA, but the correct
with respect to such amounts. H.R. Repncrease the basis of the partnership progmount of cumulative income or loss (al-
No. 1337, 83d Cong., 2d Sess. A22Brty by the excess of the basis to the tran€it possibly of a different character) is
(1954); S. Rep. No. 1622, 83d Cong., 2feree partner of the transferee partner’s igtltimately reported b.
Sess. 384 (1954). terest in the partnership over the transferee The correct amount of cumulative in-
Rev. Rul. 96-11, 1996-1 C.B. 140partner’s proportionate share of the adcome may not be reported, however, in
provides an example of how § 705 hapisted basis of the partnership property, arertain situations in which is not subject
been interpreted to carry out the purposds) decrease the adjusted basis of the patb tax on the gain that results from the
of this legislative history. There, a partnership property by the excess of the tranfailure to make the § 754 election. For in-
nership made a charitable contribution oferee partner’s proportionate share of thstance, in the example discussed immedi-
property with a basis of $60x and fairadjusted basis of the partnership propergtely above, ifA was a corporation and
market value of $100x in a transactiorover the basis of the transferee partner’s ithe property held by the partnership vas
that qualified under 8 170(c). The rulingerest in the partnership. stock, under § 1032, the gain allocated to
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A (assuming that no § 754 election hawill apply to gain or loss realized or in-SUPPLEMENTARY INFORMATION
been made) would not be subject to taxcome or deductions taken into aCCOU%ackground
See Rev. Rul. 99-57, published in thisfter the date of publication of propose The Debt Indicator is useful to taxpay-
issue of the Internal Revenue Bulletin. Imegulations. Moreover, the Service MaY .\ vho wish to use their anticipated in-
this situation, it would be inconsistentchallenge any transaction within thedividual income tax return refunds to
with the intent of § 705 to increase thescope of this Notice under the anti-abusaepply for bank products, for example, re-
basis ofA’'s partnership interest for theprovisions of § 1.701-2 of the IncomefunoI anticipation Ioans' The Debt Ir,1di-
non-recognized gain. To do so would crefax Regulations, as appropriate. cator tells a taxpayer. whether or not
ate a recognlza_ble IO.SS 'n a sm_Jatlon o : . ithere are any scheduled offsets against
where no offsetting gain had previously The principal author of this notice ISt e refund by IRS. ample. for back
been recognized. Robert Honigman of the Office of Assis- o yth I,:_or ex I I\F;I ' t
tant Chief Counsel (Passthroughs an{@x€s: or by the Financial Managemen
DESCRIPTION OF REGULATIONS  Special Industries). However, other per>€'Vice (FMS), for example, for out-

sonnel from the IRS and Treasury Depar£t@nding child support or federal debts,
The regulations will apply specifi- ment participated in its development. FortCh @s studentloans. These bank prod-

cally to situations where a corporatiorfurther information regarding this notice!ctS are offered by financial institutions
acquires an interest in a partnership thabntact Robert Honigman at (202) 62210 conjunction with tax practitioners that

holds stock in that corporation, and a 8050 (not a toll-free call). file returns el_ectromcally._ An |_nd|cator
754 election is not in effect with respect called the Direct Deposit Indicator or
to the partnership for the taxable year of DDI was available to taxpayers seeking
the acquisition. In those situations, a _ _ bank products prior to 1994. The DDI
corporate partner may increase its basfdpportunity to Obtain a Debt was discontinued because it was thought

in its partnership interest under § 703ndicator in a Pilot Program for  to pe a contributing factor to fraudulerjt
only by the amount of its share of §fax Year 1999 Form 1040 IRS claims for the Earned Income Tax Credit.

1032 gain that the partner would have-file and On-Line Returns The_new Debt Indica_to_r seeks to addr_ess
realized had a § 754 election been made. this issue through a joint fraud detection
Rules regarding tiered-entity structures program. Authorized IRSe-file
also will apply. . Providers, Form 1040 On-Line Filers,
Notice 99-58 and financial institutions will sign agree-

It is intended that the regulations also ts with the IRS t ivel
will apply to other situations where the ments wi € RS 1o actively screen re-
turns and return information for potential

price palq fpr a partnershlp Interest 'egyMMARY: Authorized IRSe-file fraud and abuse and report findings to
flects buﬂt-m gain or acc_:rued 'NCOMEproviders, Form 1040 On-Line Transmitthe |RS. Parties to the agreements are el-
ftems that will not be subject t0 iNCOM&gs ang financial institutions may applygible to obtain the Debt Indicator for
tions that will be permanently deniedtmey/client taxpayers in exchange for aQcts and sign consents to disclose the
when allocated to the transferee partnefye)y screening individual income tax '®-Debt Indicator to Authorized IR8-file
and the partnership has not made afjng and return information for potentialproviders. Form 1040 On-Line Filers
election under § 754. Comments are r4,,4 and abuse and to reporting the findgnd financial institutions. The applicai
quested as to the appropriate scope ffgs (o the IRS in accordance with a Protion and instructions for épplying to ob-
the regulations in this regard. posal accepted by the IRS. tain an agreement follow,

EFFECTIVE DATES
ADDRESSES: Questions or concerné‘PPROVED

In situations where a corporate partneshould be directed to Lisa Johnson at the Terence H. Lutes,
is allocated gain that is subject to § 1032RS, Electronic Tax Administration, Elec- National Director,
and the basis of the stock was not adjustétbnic Program Operations Office, Electronic Program Operations Office,
upon the purchase of the partnership iToP:ETA:O:C, New Carrollton Federal Electronic Tax Administration.
terest by the corporate partner under Building, ATTN: Lisa Johnson, 5000
743(b), the regulations shall apply to gairtllin Road C4-187, Lanham, MD 20706(Filed by the Office of the Federal Register on De-
or loss allocated with respect to sales afr via E-mail at LJJOHNOO@mL1.irs.govcember 1, 1999, 8:45 a.m., and published in the
partner stock occurring after December 6r faxed to (202) 283-4786, ATTN: Lisaissue of the Federal Register for December 2, 1999,
1999. In other situations, the regulationdohnson. 64 F.R. 67621)
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Application for Memorandum of Agreement
Debt Indicator

Name:

DBA Name:

Address:

Authorized Representative:
Phone Number:
Fax Number:

ETIN(S):

EFIN(s) Covered

By This Proposal:
(attach separate sheet if necessary)

IRS Authorized Representative: Lisa Johnson
Phone Number: (202) 283-0980

Fax Number: (202) 283-4786

E-mail: LJJOHNOO@m1.irs.gov

Address: IRS
Attn: Lisa Johnson, OP:ETA:O:C
5000 Ellin Road
Lanham, MD 20706

1. INTRODUCTION Indicator in exchange for screening thé¢hat, except as provided below, the partic-
returns they transmit for potential abusdpant will be treated as an ERO, On-line
(A) The Internal Revenue servicePuthorizede-file providers and financial service provider, tr.ans_mitt.er, §0ftware de-
(IRS) faces the challenge of eliminatingi”Stit“tior_‘S that did not submit proposalseloper or f!nanmal institution for the
barriers by providing incentives and using!nder this RFA or are not covered unde?000 IRSe-file program as those terms
competitive market forces to makePne of the announced agreements maye defined in Revenue Procedures 98-50
progress towards its goal to electronicallytill @pply to obtain the DI for the upcom-and 98-51. Also, except as provided
transact 80% of IRS business by the yedd filing season through this Memoranbelow, the parties agree to comply with
2007 and the interim goal that, to the exdum of Agreement (MOA).(B) The Elec-all relevant statutory, regulatory, and ad-
tent practicable, all returns prepared eledtonic Tax Administration (ETA) MOA Ministrative requirements relating to the
tronically should be filed electronically between the Internal Revenue Servicglectronic filing program.
by the year 2002. One of these incentive$RS) and the Participant sets forth the (C) The IRS is looking for creative and
was the issuance of the Debt Indicatopomplete agreement of the parties with rénnovative abuse and fraud detection be-
Pilot Request For Agreement (RFA) thagard to participation in the Debt Indicatoryond what is required in Revenue Proce-
was issued on June 22, 1999. This RFRilot for electronically filed individual dures 98-50 and 98-51 in addition to cre-
provided the opportunity for electronic re{1040 series) federal income tax returnstive and innovative ways to perform the
turn originators (EROs), transmitters andluring the 2000 filing season which cov-due diligence required by these Revenue
On-line service providers to obtain a Debérs the 1999 tax year. The parties agré&rocedures. Partnered proposals offer
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greater opportunities for more comprefied to include a voluntary consent to disin part for unpaid IRS tax debt or past-due

hensive screening of returns and return irclose when the RAL indicator field is sig-debts submitted to FMS’ Treasury Offset

formation and have a greater chance afificant. This authorizes the Service tdProgram for child support arrearages,

being accepted by the IRS. provide the debt indicator when financiaFederal agency non-tax debt, or state
agreements have been made with the tacome tax.

2. AUTHORITY payer. . .
(E) Refund delay is the suspension of

This Agreement is entered into pur4. DEFINITIONS the_refund process resulting from sys-
suant to (1) the authority vested in the temic reviews.
issi A) “Days” as used herein means cal-
Commissioner of the IRS by Treasury (A) Yy (F) Sub-Participant is an ERO, On-line

Order 150-10 to administer and enforc€ndar days unless otherwise stated. . der T N N ny
the internal revenue laws and revenue (B) A“fraudulent return” is a return in SCTVICE PrOVIGET, 1ransmitter, of Fihancia

procedures for electronic filing and (2)which the individual is attempting to file Institution oth_er than the Part|C|pan_t who
the authority vested in the Secretary of thésing someone else’s name or SSN on thgs entered into an Agreement with the
Treasury by the IRS Restructuring andeturn or where the taxpayer is presenting@ticipant to perform some of the duties
Reform Act of 1998, implemented in Secdocuments or information that have n@nd responsibilities of the Participant.
tion 6011 of the Internal Revenue Codebasis in fact. NOTE: Fraudulent returns
to promote the benefits of and encouraggould not be filed with the Service. 5. DUTIES AND RESPONSIBILI-
the use of ETA programs. (C) A“potentially abusive return” is a TIES OF THE PARTICIPANT

return (1) that is not a fraudulent return;
3. BACKGROUND AND PURPOSE (2) that the taxpayer is required to file; (3) (A) The Participant will perform all the

- but that may conta!n mgccura}te or unSUtEcreening activities included in the check-
In exchange for providing the screenstantiated information (including, but notic <\ ~iet with and incorporated by
ing procedures in the accepted proposdimited to, the information subject to reference into this,Agreement
the IRS will provide to the taxpayerreporting) that may lead to an understate- ' '
through the selected Participant, a debt imment of a liability or an overstatement of (B) The Participant must agree to track
dicator for taxpayers who have entered credit, and production of a refund taand report (by SSN) to the IRS on a week-
into an agreement with a financial instituwhich the taxpayer may not be entitledly basis, the potentially abusive federal
tion. This indicator may show the reasoMOTE: The decision not to provide aindividual income tax returns electroni-
that the refund changed was because ofRAL or other bank product does not neceally filed and the reason(s) the return

debt owed to either the IRS or Financiagssarily make it an abusive return. may be abusive. The format is as follows
Management Service (FMS) or both. (D) Refund offset is the reduction ofand should be delivered via electronic

The return software must also be modithe taxpayer’s claimed refund in whole omail to HQ-ORF@ci.irs.gov.

Field Name Field Length Format

Filer EFIN 6 Alpha/Numeric

Primary SSN 9 Alpha/Numeric

W2 1 Alpha (Y or blank)

Dependents 1 Alpha (Y or blank)

Schedule C 1 Alpha (Y or blank)

Filing Status Change 1 Alpha (Y or blank)

Telephone # Invalid 1 Alpha (Y or blank)

Duplicate SSN 1 Alpha (Y or blank)

Invalid SSN 1 Alpha (Y or blank)

Duplicate Address 1 Alpha (Y or blank)

Other 1 Alpha (Y or blank)

Return Filed 1 Alpha (Y or blank)

Explanation of Other 250 Alpha

Filer EFIN — Electronic Filer Identi- ferent from taxpayer). person answering the telephone.

fication Number of the ERO processing Schedule C— no substantiation for Duplicate SSN— a duplicate primary,
the return. the Schedule C. secondary, dependent or EIC qualifying

Primary SSN — Primary SSN on the Filing Status Change— questions SSN is found within the ERO’s own uni-
return, which is suspected of abuse/fraucabout the filing status changes was theerse of returns.

W2 — the W2 was the reason for susreason for suspecting abuse/fraud. Invalid SSN — the ERO determines
pecting abuse/fraud. Telephone # Invalid — telephone that the primary, secondary, dependent or

Dependents— questions about the de-numbers given by the taxpayer wer&lC qualifying SSN is invalid.
pendents was the reason for suspectirigund to be either invalid, disconnected, Duplicate Address— multiple returns
fraud (i.e. last name of dependent is difer that the taxpayer was not known by théled for the same address for seemingly
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unrelated taxpayers found within theof written notice signed by either of theadvertising standards as authorized in
ERO'’s own universe of returns. signatories to this Agreement or by theiSection 12 of Revenue Procedure 98-50.
Other — any reason, not conformingsuccessors or designees. The Participant
to those previously listed, for which a reunderstands that in the event the IRS ted2. REMEDIES
turn could be considered fraudulent. minates this Agreement, the Participant .
. AR . - - There are no remedies other than the
Return Filed — the “Y” will indicate has no right to any claim against the Gov- .~ ~. : . :
: . . . : . _termination rights described in 11(B) and
that the return was filed and blank willernment, including a claim for termina- : ' .
) : (C) of this Agreement unless provided in
mean that the return was not filed. tion costs. L .
- : . a modification to this Agreement. The
If you have additional information,

provide it in a flat file format, comma de-9. MODIFICATION Contract Disputes Act does not apply.

limited (e.g., SSN information on returns This Agreement may be modified by13 ORDER OF PRECEDENCE

that were not processed). 2 .
. . . the IRS, and the Participant may submit :
(C) The Participant will provide the requests for modifications to the IRS Au- In the event the terms of this Agree-

Service with a Final Pilot Finding report.thorizeol Representative. Al modifica-ment are inconsistent with the terms of

This report will be sent to the Authorized . : ” . the checklist, the Agreement shall take
tions must be in writing and signed by recedence

IRS Representative via email no later tha : . .
May 31, 2000. The report shall includeBOth of the signatories to this Agreemen?

information on each of the following *' by their successors or designees. 14 GOVERNING LAW

ltems: 10. INSPECTION This Agreement is subject to and gov-

* Number of RALs applied for and .
! . . erned by the laws of the United States of
1999 vs. 2000 comparison (A) The IRS has the right to mSpeCtAmerica, that is, by Federal law, and not

» Average amount of RAL and 1999 vsthe work performed by the Participant o
. - y the laws of any State. The terms of
2000 comparison any Sub-Participant as stated below. . .
AR . . . o this Agreement are not intended to alter,
« Distribution of RAL applicants with the duties and responsibilities of the Par- "~ . ;
. . . - odify, or rescind any current Agreement
respect to adjusted gross incomécipant or any Sub-Participant are no Iy ;
: . or provision of Federal law now in effect.
(AGI) being met, then the IRS may terminat L .
. ._Any provision of this Agreement that con-
* Range of fees charged for RALs this Agreement for default, and the Partic;;. . :
. . : . o flicts with Federal law will be null and
« Comparison of fees prior to DI pilot ipant and any Sub-Participant may be SUST g
* Breakdown of e-filers between RALpended from the IR8-file program. '

applicants and non-RAL applicants (B) The IRS may inspect the work pers|GNATURES

and 1999 vs. 2000 comparison formed by the Participant upon reason-
able notice to the Participant’s Authorized
6. LIABILITY Representative and in a manner that will

not interfere with the Participant’s perfor-Participant

. The IRS sha_lll_not F)e liable for any "M mance of this Agreement. The Participant
jury to the Participant’s personnel or dam-

to the Participant’ ! | shall provide access for this purpose te
age to the Farticipants property Un'eSg, . |Rs Authorized Representative(s) torerence H. Lutes
such injury or damage is due to negl

i- X . . . :
National Director, ETA

gence on the part of the Government ar\t‘ge location where the work is being per

is recoverable under the Federal Tort

ormed. The IRS shall also have the right

) _to inspect the Participant's Report(s) of
;:lf:rr:?OA(;:tth[ezrfsstl;ﬁioCr. gﬁﬁém] OF PU™he work performed as a result of thidNSTRUCTIONS
y Y- Agreement. The IRS’s Authorized Repre-

. : The IRS is encouraging the formation
7. THIRD PARTY RIGHTS §entatw_e shall provide the_ results of an& artnerships amond EROS. transmit-
inspections to the Participant’s Autho;g?rs softwarepdevelope?rs and financial in-

i

This Agreement does not alter, changeized Representative for any necessa ituti " tth i s of thi
or eliminate any rights or responsibilitiegresolution. 'tutions to meet the requirements of this
that taxpayers have under the Internal agreement more efficiently and to cover

Revenue Code. 11. RELEASE OF INFORMATION more participants. These partnerships
may apply as a group and the privileges
8. PERIOD OF PERFORMANCE  The Participant shall provide writtenobtained through successful applications
AND TERMINATION notice to the IRS and obtain consent iwill be extended to all member partners.
advance of releasing any national press Software developers, transmitters and
(A) This Agreement shall be in effectreleases for the purposes of performinfinancial institutions are encouraged to
from the date of IRS’ signature for thethe work described in this Agreement omitiate these partnership applications on
2000 filing season with an option to ex{publicizing this partnership with the IRS.behalf of their customers — EROs, direct
tend for the 2001 filing season subject to &he text and purpose of the intended raransmitters, small banks — to ensure that
modification of the agreement. lease shall be provided to the IRS’s Autheir entire customer bases have access to
(B) This Agreement may be terminatedhorized Representative for this Agreethe Debt Indicator. Partnered proposals
by either party upon 30 days after receiphent. The Service may monitoroffer greater opportunities for more com-

December 20, 1999 696 1999-51 I|.R.B.



prehensive screening of returns and retution and sample checklist (Attachment 1)abusive scenarios within ERO practices
information and have a greater chance efs resources to formulate your submis-
being accepted by the IRS. sion. Include all screening procedures
Individual EROs that apply will need tocurrently employed by all members of thdransmitter databases that can identify du-
negotiate changes with their softwargartnership. This could include cross-  pjicated information as well as facilitat-
company before they can participate.  checks of all data received from EROs
In order to receive this indicator for ~ that could identify improbable informa-
you and/or your clients, use the applica- tion; software checks that can identify  screening services and other checks.

and fraudulent or abusive situations;

ing the reporting process; and fraud

Attachment 1

SAMPLE CHECKLIST

Current Check Willing to Do
for 2000

ERO
-Identification
Require two forms of valid identification

(one must be a photo ID) | O
Verify telephone numbers | O
Verify residence | O
-Social Security Card
Require a valid SSN card for

all SSNs on return | O
-Maintain Previous Client Database
Document change in filing status | O
Document change in number or names

of dependents | O
Document multiple returns to same

address in prior year | O

INCOME VERIFICATION

- Questionable W-2s

Verification of W—2s when one of the

following exist: | O

» Typed, handwritten or altered forms
» W-2's with all copies attached
» Unknown companies (out of area)

W-=2s that differ from other forms

issued from the same company

- Schedule C or Other Income Reporting Forms

Documentation of income | O
Validation and recording of expenses | O
- EITC and Filing Status Verification
Complete Due Diligence worksheet | O
Document lack of child care expenses
where potential exists | O
Utilize tax package and requirements
to ensure:
» Achild can be claimed as a dependent | O
» The taxpayer can qualify as Head of
Household | O
» Achild can be considered as a qualifying
child for EITC purposes | O
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- Return Verification
Document Schedule A deductions

Software Developer

Validate SSNs are within valid ranges

Check for Duplicate SSNs

Check for Multiple Head of Household
Returns at the same address

Check for improbable Federal
withholding amounts

Check for incorrect Social Security or
Medicare Withholding

Verify math computations are correct

Verify format is correct

Transmitter

Verify ERO suitability

Maintain databases for the following:

Duplicate SSNs

Addresses and phone numbers for jails,
drug treatment centers, health/welfare
agencies, hotels, etc.

SSNs of deceased persons
Credit card fraud

Bank

Contract with a fraud screening service

for bank products connected to tax returns
Request Credit Reports for loan customers

Other

Current Check

Willing to Do
for 2000

Feel free to add any additional screens you currently employ. Attach additional pages as necessary.

Use this space to further describe any of the above screens. Attach additional pages as necessary.
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Part IV. Items of General Interest

Section 7428(c) Validation of revocation is published in the Internalvocation. This protection also applies

Certain Contributions Made Revenue Bulletin and ends on the date dibut without limitation as to amount) to

During Pendency of Declaratory which a court first determines that an orerganizations described in section

ganization is not described in sectiol70(c)(2) which are exempt from tax

170(c)(2), as more particularly set forth irunder section 501(a). If the organization
This announcement serves notice to psection 7428(c)(1). In the case of individultimately prevails in its declaratory judg-

tential donors that the organizations listedal contributors, the maximum amount ofnent suit, deductibility of contributions

below have recently filed timely declara-contributions protected during this periodvould be subject to the normal limitations

tory judgment suits under section 7428 of limited to $1,000.00, with a husbandset forth under section 170.

the Code, challenging revocation of theiand wife being treated as one contributor. Sta-Home Home Health Agency, Inc.

status as eligible donees under sectiorhis protection is not extended to any indJackson, MS

170(c)(2). dividual who was responsible, in whole or Sta-Home Home Health Agency, Inc.
Protection under section 7428(c) of thén part, for the acts or omissions of the oref Forest, Mississippi

Code begins on the date that the notice ghnization that were the basis for the re}ackson, MS

Judgment Proceedings
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.l.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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